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MODIFYING REORGANIZATION PLAN NO. II OF 1939 
AND REORGANIZATION PLAN NO. 2 OF 1953 
(RURAL ELECTRIFICATION ADMINISTRATION) 

(H.R. 1321, H.R. 3029, H.R. 3192, H.R. 4662, H.R. 5746 
H.R. 5688, H.R. 5853) 


FRIDAY, MARCH 6, 1959 


House or REPRESENTATIVES, 
EXECUTIVE AND LEGISLATIVE REORGANIZATION 
SUBCOMMITTEE OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. William L. Dawson (chair- 
man of the subcommittee) presiding. 

Present: Representatives Dawson, Fascell, Smith, Brown, and 
Barry. 

Also present: Elmer W. Henderson, counsel; Phineas Indritz, 
counsel; and Lawrence Redmond, Clerk. 

Chairman Dawson. The hearing will kindly come to order. 

These hearings are being called to consider H.R. 1321, H.R. 3029, 
H.R. 3192, and H.R. 4662, all bills to amend Reorganization Plan 
No. 2 of 1953. 

(The bills referred to are as follows :) 


[H.R. 1321, 86th Cong., 1st sess.] 
A BILL To amend Reorganization Plan Numbered 2 of 1953 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of Reorganization Plan 
Numbered 2 of 1953 shall not hereafter apply to the Rural Electrification Admin- 
istration, and there are hereby transferred to the Administrator of the Rural 
Electrification Administration all functions which were transferred from the 
Administrator to the Secretary of Agriculture by such reorganization plan; 
and notwithstanding the provisions of section 5 of Reorganization Plan Num- 
bered 2 of 1939, or the provisions of any other law, any action of the Adminis- 
trator of the Rural Electrification Administration with respect to the approval 
er denial of loans authorized to be made under the provisions of the Rural 
Electrification Act of 1986, as amended, shall be the sole responsibility of 
the Administrator. 


(H.R. 3029, 86th Cong., 1st sess.] 
A BILL To amend Reorganization Plan Numbered 2 of 1953 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of Reorganization Plan Num- 
bered 2 of 1953 shall not hereafter apply to the Rural Electrification Admin- 
istration, and there are hereby transferred to the Administrator of the Rural 
Electrification Administration all functions which were transferred from the 
Administrator to the Secretary of Agriculture by such reorganization plan; 


i 
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and notwithstanding the provisions of section 5 of Reorganization Plan Num- 
bered 2 of 1939, or the provisions of any other law, any action of the Admin- 
istrator of the Rural Electrification Administration with respect to the approva] 
or denial of loans authorized to be made under the provisions of the Rural 


Electrification Act of 1936, as amended, shall be the sole responsibility of the 
Administrator. 


[H.R. 3192, 86th Cong., 1st sess.] 
A BILL To amend Reorganization Plan Numbered 2 of 1953 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 1 of Reorganization Plan Num- 
bered 2 of 1953 shall not hereafter apply to the Rural Electrification Adminis- 
tration, and there are hereby transferred to the Administrator of the Rural 
Electrification Administration all functions which were transferred from the 
Administrator to the Secretary of Agriculture by such reorganization plan; and 
notwithstanding the provisions of any other law, any action of the Administra- 
tor of the Rural Electrification Act of 1936, as amended, shall be the sole re 
sponsibility of the Administrator. 


[H.R. 4662, 86th Cong., 1st sess.} 
A BILL To amend Reorganization Plan Numbered 2 of 1953 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 1 of Reorganization Plan 
Numbered 2 of 1953 shall not hereafter apply to the Rural Electrification Ad- 
ministration, and there are hereby transferred to the Administrator of the 
Rural Electrification Administration all functions which were transferred from 
the Administrator to the Secretary of Agriculture by such reorganization plan; 
and notwithstanding the provisions of section 5 of Reorganization Plan Num- 
bered 2 of 1939, or the provisions of any other law, any action of the Adminis- 
trator of the Rural Electrification Administration with respect to the approval 
or denial of loans authorized to be made under the provisions of the Rural Elec- 


trification Act of 1986, as amended shall be the sole responsibility of the 
Administrator. 


(The following bills were introduced after the March 6, 1959, 
hearing :) 
(H.R. 5746, 86th Cong., 1st sess.] 


A BILL To amend Reorganization Plan Numbered 2 of 1953 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 1 of Reorganization Plan 
Numbered 2 of 1953 shall not hereafter apply to the Rural Electrification Admin- 
istration, and there are hereby transferred to the Administrator of the Rural 
Electrification Administration all functions which were transferred from the 
Administrator to the Secretary of Agriculture by such reorganization plan; 
and notwithstanding the provisions of section 5 of Reorganization Plan Num- 
bered 2 of 1939, or the provisions of any other law, any action of the Admin- 
istrator of the Rural Electrification Administration with respect to the ap- 
proval or denial of loans authorized to be made under the provisions of the 


Rural Electrification Act of 1936, as amended, shall be the sole responsibility of 
the Administrator. 


(H.R. 5688, 86th Gong., 1st sess.] 


A BILL To modify Roegnetenting | Plan Route at of 1939 and Reorganization Plan 
Numbered 2 of 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the functions and activities of the Rural 
Electrification Administration and the Administrator of the Rural Electrifica- 
tion Administration which, by Reorganization Plan Numbered II of 1989 and 
Reorganization Plan Numbered 2 of 1953, were transferred to the Department 
of Agriculture and to the Secretary of Agriculture are hereby transferred to 
the Administrator of the Rural Electrification Administration, and shall be 
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exercised and administered within the Department of Agriculture by such 
Administrator under the general direction and supervision of the Secretary of 
Agriculture; except that insofar as such functions relate to the approval or 
disapproval of loans authorized to be made under the Rural Electrification Act 
of 1936, as amended, their ‘exercise by the Administrator shall not be subject 
to the supervision or direction of, or to any other control by, the Secretary of 
Agriculture. 


[H.R. 5853, 86th Cong., 1st sess.] 


A BILL To modify Reorganization Plan Numbered II of 1939 and Reorganization Plan 
* Numbered 2 of 1953 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the functions and activities of the 
Rural Electrification Administration and the Administrator of the Rural Elec- 
itrification Administration which, by Reorganization Plan Numbered II of 
1939 and Reorganization Plan Numbered 2 of 1953, were transferred to the De- 
partment of Agriculture and to the Secretary of Agriculture are hereby trans- 
ferred to the Administrator of the Rural Electrification Administration, and 
shall be exercised and administered within the Department of Agriculture by 
such Administrator under the general direction and supervision of the Secretary 
of Agriculture; except that insofar as such functions relate to the approval or 
disapproval of loans authorized to be made under the Rural Electrification Act of 
1936, as amended, their exercise by the Administrator shall not be subject to the 
supervision or direction of, or to any other control by, the Secretary of Agri- 
culture 

Chairman Dawson. The purposes of H.R. 1321 by Congressman 
Price, H.R. 3029 by Congressman McGovern, and H.R. 4662 by Con- 
gressman Wolf, are (1) to nullify the effect of Reorganization Plan 
No. 2 of 1958 with respect to the Rural Electrification Administra- 
tion and to restore the relationship between the Rural Electrification 
Administration and the Secretary of Agriculture to the status quo 
prior to the enactment of the plan and (2) to give to the Administra- 
tor of Rural Electrification Administration the sole responsibility for 
the approval or denial of loans to be made under the Rural Electrifi- 
cation Act of 1936. The effect of Reorganization Plan No. 2 of 1953 
was to transfer to the Secretary of Agriculture all functions then 
vested in other officers in the Department including the Administrator 
of the Rural Electrification Administration and authorized him to 
delegate these functions. in such manner as he deemed appropriate. 

The Secretary of Agriculture had already been given direction and 
supervision over the Rural Electrification Administration by Reor- 
ganization Plan 2 of 1939 and would still have such direction and 
supervision if the Price bill, the McGovern bill, or the Wolf bill were 
enacted into law. The principal difference in the Secretary’s authority 
would be that he could not delegate or redistribute the functions of 
the Administrator of the Rural Electrification Administration to 
other officers or subordinates within the Department of Agriculture, 
and could not change any action on the approval or denial of loans 
taken by the Administrator. 

H.R. 3192 by Mrs. Pfost, has the same purpose as the others but is 
broader in that the Administrator of Rural Electrification Admin- 
istration would have the sole responsibility for any and all of his 
actions rather than only for the making of loans. 

A bill identical with the Price bill was reported by the subcommit- 
tee last year, after hearings, to the full committee with the recom- 
mendation that it be passed. The full committee approved the rec- 
ommendation of the subcommittee, ordered the bill to be favorably 
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reported, but being so near to the end of the session and due to the 
pressure of time, the bill was not reported. 

Copies of the printed hearings held last year and the reports of the 
Bureau of the Budget and the Department of Agriculture on the 
pending bills will be found in your folders. 

Our first witness will be Congressman Melvin Price, of Illinois. 

We are happy to have our distinguished colleague with us to tes- 
tify on his bill on this matter. 


STATEMENT OF HON. MELVIN PRICE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Price. Thank you, Mr. Chairman. 

Mr. Chairman, I am grateful to the committee for providing me the 
opportunity to appear this morning in support of H.R. 1321, which 
would amend Reorganization Plan No. 2, of 1953 and also Reorgani- 
zation Plan No. 2 of 1939. 

My statement will be brief, mainly because of the fact that the 
committee is thoroughly familiar with this matter, having acted on 
it toward the closing days of the last session of Congress, so the details 
of it are fresh in the minds of the majority of the committee. The 
oa of H.R. 1321 is to return to the Administrator of the Rural 

lectrification Administration all of the independent authority with 
respect to the approval or denial of loan authority which he had under 
provisions of the Rural Electrification Act of 1936, and which he 
haem prior to the acceptance of the aforementioned reorganization 
plans. 

I am certain that witnesses who will follow me will present sound 
argument as to the wisdom of this course of action. I feel that this is 
a needed move to preserve the vitality and purpose of this very useful 
agency which has brought light and power to rural America. 

It was as an independent agency that REA was created back in 
1936. In 1939, the agency was placed in the Department of Agri- 
culture, on the supposition that clearer lines of authority would be 
established and efficiency improved. It has since become obvious that 
the lack of independence on the part of the Administrator in certain 
areas, and particularly in the loan area, could eventually destroy 
REA, should it become subservient to any administration which had 
not created it and might be lacking in enthusiasm for it. The fine 
accomplishment of REA cannot be consolidated by divided and con- 
tradictory administration. To solidify the Rural Electrification 
Administration gains, I urge the approval of H.R. 1321. 

Thank you, Mr. Chairman. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascetu. I have no questions, Mr. Chairman. 

Mr. Smrru. No questions, Mr. Chairman. 

Chairman Dawson. It seems that your statement is unquestioned. 
I don’t know how it will fare later. 

Mr. Prics. Thank you, Mr. Chairman. I hope that would reflect 
a desire on the part of the comimttee to act quickly on this matter so 
that we could consider it in the House as soon as possible. 

Chairman Dawson. Thank you, Mr. Price. 

Mr. Price. Thank you, sir. 

Chairman Dawson. Mr. Wolf? 
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Is Mr. Wolf present? 

Mr. Hogan? 

Mr. William F, Finan, Assistant Director, Bureau of the Budget. 
We are indeed happy to see you with us again, Mr. Finan. 


STATEMENT OF WILLIAM F. FINAN, ASSISTANT DIRECTOR, 
BUREAU OF THE BUDGET 


Mr. Fran. Mr. Chairman, I am very happy to be here in response 
to your recent invitation that the Bureau of the Budget supply a wit- 
ness to comment on this group of bills involving the Rural Electrifica- 
tion Administration. Ido not have a prepared statement. I believe 
you have received within the last few days the Bureau’s report of 
advice on these several bills. I would like to add a brief comment to 
what we have already said, and then be available for any questions 
that the committee may wish to ask. 

In addition to the observations contained in the Bureau’s letter of 
the 3d of March regarding these bills, I would like to say first that 
if it is the intent of this legislation to remove the Rural Electrification 
Administration from, shall we say, the policy direction and control 
of the Secretary of Agriculture, we have the most serious doubts that 
the legislation would in fact accomplish that result, and it could 
simply bring about a more confused situation than existed prior to 
the taking effect of Reorganization Plan No. 2, in 1953. 

Secondly, if, as it appears, there is a dispute about the policies under 
which the rural electrification and telephone programs are + 
administered, that would seem to us to be a matter that would len 
itself to legislation that would deal with policy. 

This bill has nothing in it that would shed any light on the views 
of Congress as to the manner in which these programs should be 
administered, and my final comment is that I seriously doubt that the 
legislation would have the actual result that is stated in the final 

hrase. In three of these bills it deals with loan applications and 

enials, and in one of them it deals with all actions of the Administra- 
tor, and that his actions would in fact be his sole responsibility. It is 
inconceivable to me that this legislation could, for example, remove 
responsibilities from the President of the United States for the admin- 
istration of these programs, and frankly, I seriously doubt that that is 
the intent. 

Secondly, it seems inconceivable to me that this legislation could 
remove the responsibility of the Congress for these programs. 
again, I doubt that that is the intent. And yet, the plain wording of 
these bills is that these matters shall be the sole responsibility of the 
Rural Electrification Administrator. 

That concludes my statement, Mr. Chairman. 

Chairman Dawson. Will you elaborate on the first part of your 
statement, the first point you have there? 

Mr. Finan. The first point, Mr. Chairman, was that this legisla- 
tion would not remove the administration of these programs from the, 
let us say, policy influence of the Secretary of Agriculture. Under all 
of the bills, except one, the Secretary of Agriculture would continue, 
for example, to appoint all of the personnel in this agency. Similarly, 
the Secretary of Agriculture’s influence and responsibility on the 
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budget for this agency would not be affected. He would have respon- 
sibility for all aspects of the administration of the agency, and it is 
common knowledge to anyone who is familiar with’ governmental— 
and for that matter, private administration—that you can exercise a 
vast de of policy control through the appointment of personnel 
and the handling of the budget, for example. 

So I would doubt that the results that seem to be sought here would 
in fact be accomplished by the bill. Now, there is one of these bills, 
the one that indicates that all matters involving the REA should be 
the responsibility of the Administrator, H.R. 3192, and I hesitate to 
make this comment, because I am a layman and not a lawyer, but I 
are have the most serious doubt as to the constitutionality of H.R. 

192. 

To use one illustration, it would apparently have the effect of 
placing the appointment of personnel in the Rural Electrification 
Administrator, when you say “all matters.” 

Chairman Dawson. Wasn’t that found in them in the beginning, 
before the Reorganization Act of 1939? 

Mr. Ftnan. From the time the REA was placed in the Department 
of Agriculture, it is my understanding that the appointing authority 
was in fact in the Secretary of Agriculture. You will recall that 
the Constitution provides for three methods of appointing civilian 
es in the executive branch. You have appointment by the 

resident with confirmation by the Senate. You have appointment 
by the President alone, and you have appointment by the heads of 
executive departments. 

It is our belief that it is impossible constitutionally to vest ap- 
pointing authority in the subordinate of the head of a department. 
There is no provision for that in the Constitution. So I would say 
H.R. 3192, in addition to having common defects with the other 
bills, raises a whole host of additional questions and complications 
that I would think the committee would want to consider. 

Mr. Fascent.. Mr. Chairman. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascett. Would this constitutional problem be solved if you 
removed REA from the Department of Agriculture and set it up as 
an independent agency ? 

Mr. Frnan. Correct, and the first point that I made about the 
remaining confusion as to the responsibility between the Administra- 
tor and the Secretary of Agriculture would also be removed. 

Mr. Fascery. Yes. 

Mr. Frnan. In other words, the simple device of taking this agency 
out of the Department of Agriculture would wash out a number of 
the complications that I have alluded to. 

Mr. Fascetn. You raise a point as a matter of law that concerned 
me in the legislation. That is whether the language actually ac- 
complishes the job. I am not quite clear myself that you can, by 
the language of any one of these bills, actually promote the transfer 
that seeks to be promoted. I think it takes other language to do 
it. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. I am sorry I am late. ; 

Mr. Fascersz.. For example, in the language in H.R. 1321, which 
says that all functions which were transferred are now transferred 
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back again, the Secretary of Agriculture may have already delegated 
all of those functions to the Administrator anyway, so this wouldn’t 
accomplish anything. 

Mr. Finan. It is my understanding that he has, ij04 

Mr. Fascett. And if he has, then this just would seem to write into 
the statute what he has already done. It doesn’t take anything away 
from him, as I see it. 

Mr. Finan. Well, it would freeze it in the statute, of course, there 
is no doubt about that. But the aspect of this that I find particularly 
troublesome is we are by no means sure of exactly what this would 
in fact freeze. It would create a situation of confusion that we think 
would not be desirable from the point of view of the Congress, as 
well as the executive branch. 

Mr. Fascetx. If you admit that the functions and the powers would 
be frozen by the statute even though they have been delegated by the 
Secretary to the Administrator, what is the language specifically in 
the bill that would create the confusion, or seems to create doubt as 
to exactly what is frozen ? 

Mr. Finan. Well, there are two aspects of this, Mr. Fascell. The 
first is, you may recall, that I testified on plan 2 in 1953, and the testi- 
mony at that time of both the Bureau of the Budget and the Depart- 
ment of Agriculture was not that the Secretary of Agriculure had 
no responsibility and no authority with senpert to this agency, or to 
these programs, but rather that his responsiblity and authority were 


unclear. Therefore, point 1 would be that this would restore us to 
whatever unsatisfactory situation existed prior to the taking effect 
of pan 2in 1953. That is point 1. 


oint 2 is the difficulty of taking the plain language of the final 
phrase of these bills, “shall be the sole responsibility of the Adminis- 
trator. 

Mr. Fasceix. With respect to loans, that is. 

Mr. Finan. Well, in the case of three of them, and on one it is 
everything, but regardless of whether you limit it or do not, the fact 
of the matter is that these matters would not be the sole responsibility 
of the Administrator. 

Mr. Fascetu. As a matter of law, you mean? 

Mr. Finan. And as a matter of practice, and the matter of the 
results that would be achieved, so that if some difficulty came up with 
respect to the administration of this program and somebody turned to 
the Secretary of Agriculture, he would say “Read the act. It isnot my 
responsibility.” 

f somebody turned to the President, he could say “Read the act, it 
is not my responsibility.” 

If somebody turned to the Congress, this committee, they could say 
“Read the act, we have no responsibility in that.” 

As a matter of fact, none of those answers would be an honest, 
factual answer, because under this legislation the Secretary of Agri- 
culture would still have some responsibility, and it is perfectly clear 
to me that the President’s responsibility would be undiminished, and 
so would that of the Congress. ; 

Mr. Fascexu. I understand that, so now we are engaged in seman- 
tics and the proper definition of the words “sole responsibility” as 
related to what.the Act tries to do. 
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Mr. Frnan. Yes, sir; if what this committee wants to do is remove 
this agency and these programs from the control and accountability 
of the Secretary of Agriculture, there is a — way todo it. You 
transfer this agency out of the Department of Agriculture and you 
make it an independent agency. 

On the other hand, if—as seems to me to be the case—there is some 
controversy here about the policies as applied to the laws that are 
being administered here, then the other avenue is to write new law, 
specific law, and clear up these policy problems, whatever they may be. 

Mr. Fascetz. And if the problem is only that you want your Ad- 
ministrator to have the final authority on whether a loan is granted or 
denied, you don’t think you can write that into the nine 

Mr. Fran. I don’t, no, sir, not and leave this agency in the Depart- 
ment of Agriculture. 

Chairman Dawson. Did you have that power before the act of 1953? 

Mr. Frnan. No, sir. 

Mr. Henperson. You are contending that there would be confusion 
in the second part of this bill dealing with the making or not making 
of loans? 

Mr. Finan. Yes, I am. 

Mr. Henverson. I can see your first point about the part of general 
supervision, but how could there be any confusion about the matter 
of sole responsibilty in the making of loans? 

Mr. Finan. Because this would appear to write out the responsibili- 
ties of the President and the Congress, and we cannot do that. 

Mr. Henverson. But haven’t those responsibilities at one time or 
another been written out when the matter of making the loans was 
delegated to the Administrator of REA by the Congress? 

r. Frnan. Not to my knowledge. 

Mr. Henpverson. When the REA was first set up ? 

: ova Finan. Of course, the Secretary of Aalst had no responst- 
ility. 

My. Brown. It was independent then ? 

Mr. Frnan. Yes. 

Mr. Brown. An independent agency. 

Chairman Dawson. The Constitution provides for the appoint- 
ment of officers of the United States, persons or otherwise appointed 
are simply employees. Why do you say this would change the con- 
stitutional provision for the appointment of officers or employees? 

Mr. Frnan. In this case, Mr. Chairman, I am only referring to 
H.R. 3192, which says “any action of the Administrator.” This dues 
raise questions about whether this would have the effect of transferring 
the appointing authority of the personnel in REA to the Adminis- 
trator, and I say that if that is the intent, it cannot be done and still 
leave the REA a part of the Department of Agriculture. 

Mr. Henverson. Couldn’t it be in there for, say, housekeeping pur- 
poses, such as is the Farm Credit Administration at the present 
time ¢ 

Mr. Finan. The Farm Credit Administration is a wholly inde- 
pendent agency. 

Mr. Henverson. Such as it was at one time for housekeeping 
purposes. 

Mr. Fran. The Farm Credit Administration is not in the Depart- 
ment of Agriculture for housekeeping purposes. It is wholly inde- 
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pendent. The only connection between the Secretary of Agriculture 
and the Farm Credit Administration is the Secretary appoints one 
member of the Board of Directors of the Farm Credit Administration. 

Mr. HenpDeErson. At one time was the Farm Credit Administration 
within the Department of Agriculture? 

Mr. Finan. Oh, yes, wholly. 

Mr. Henperson. Was that under supervision or just for housekeep- 
ing purposes? 

Mr. Frnan. No, sir. The Secretary had full control over the Farm 
Credit Administration. 

Mr. Henverson. To put an agency in the Department of Agricul- 
ture for purely housekeeping purposes, would that not lend itself 
to effective administration without creating the type of confusion 
that you refer to? 

Mr. Finan. Well, Mr. Henderson, we have had a number of cases 
where minor agencies have been placed within—by “minor” I mean 
small, not unimportant—have been placed within other agencies 
for housekeeping purposes, but you understand all this means is 
they do clerical work for them and they keep their accounts and 
they issue supplies to them and bill them for them, and it merely 
makes it unnecessary for them to build up their own separate admin- 
istrative and housekeeping organization. Presumably, a few of the 
taxpayers’ dollars are saved by an arrangement of that kind. But 
insofar as the desirability of that arrangement versus complete inde- 
pendence, it all gets down to the question of whether somebody is 
concerned that even that much responsibility for the agency will 
enable the other agency to get into policy and have some impact on it. 

Mr. Henperson. Well, on the question of the loans, you recall last 
year that there was considerable discussion in the subcommittee about 
the matter of policy, and I think that the subcommittee seemed to feel 
that there was no objection on their part to the REA remaining 
under the supervision and control—such as it was of the Secretary of 
Agriculture, as was provided by the 1939 act, but it wanted to get 
primarily to the question of the loans, and you contend that there 
would still be confusion and conflict of authority if the provision on 
loans remained as it is in the bill. 

Mr. Frnan. I don’t have any doubt of that, Mr. Henderson. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. I have listened with interest to the testimony which 
I was able to hear—I arrived late and, I apologize to everyone for 
that. I was held up. 

I rather agree, Mr. Chairman, with the statement made by the 
gentleman that perhaps if you want to accomplish all of the things 
proposed in these bills, you are going to have to make REA an inde- 
pendent agency, if Congress wants to do that. I certainly also 
agree with the statement that was made that this ties in with both 

residential reorganization plans, and not just into the 1953 plan, 
Soames I think the 1939 plan, which was submitted by President 
Roosevelt, was the basic one which really changed the REA, Rural 
Electrification Administration, from being an independent agency into 
an agency which is a part of the Department of Agriculture. 

So, I think this point is very worthwhile; that is, the discussion 
of it. I wanted to be here when we started this morning, Mr. 
Chairman 
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Chairman Dawson. There was only one other witness. 

Mr. Brown. To suggest that inasmuch as we held rather lengthy 
and extensive hearings on this matter during the heat of the summer 
last year—most of us were worn out and all that, and we built up 
quite a record of hearings and obtained a great deal of information, 
or misinformation, I am not sure which, that L doubt that it is neces- 
sary to have long hearings on this legislation. 

I am also aware of the makeup of the present Congress, and it may 
be of little use to argue certain points, because I am realistic enough 
that I can at least project into the future my contemplation of what 
will happen on a great many pieces of legislation in this Congress. 
I have been around here a long while. So I hope that we won’t drag 
out these hearings. 

That is all I have at the moment. 

Chairman Dawson. Mr. Smith. 

Mr. Smirn. I wonder if I could get clear in my mind the two points 
that I believe the gentleman makes. The first, as I understand it, is 
that if the intent of this legislation is, at least partly, to prevent the 
REA from being ravaged by an unfriendly Secretary of Agricul- 
ture—and obviously that is one of the intents, one of the purposes— 
than it would have to be an independent agency; is that your view? 

Mr. Frvan. I didn’t quite put it that way. I said that if that is the 
intent, this bill doesn’t do it. 

Mr. Smirn. Well, if that is the intent, what would you do, then, if 
you didn’t make them an independent agency ? 

Mr. Finan. Frankly, I don’t know of anything short of making it 
an independent agency. 

Mr. Smiru. If you did make it an independent agency, the Admin- 
over of the independent agency employs the personnel; is that 
right ¢ 

r. Finan. Yes, sir. 

Mr. Surrn. Then that is why you say, in addition to your other 
reasons, if you recall what has happened in the past few years, you 
ean certainly exert a lot of policy over an agency merely by employing 
the personnel, so then your whole summation is that you have got to 
have an independent agency if you want to prevent policy being 
— from what the intent of the Congress was when they wrote 
the law. 

Mr. Brown. Will the gentleman yield at that point ? 

Mr. Smiru. Yes. 

Mr. Brown. Again referring back to lengthy service, I have known 
a great many independent agencies, and have investigated a number 
of them, and was one of the original supporters of the idea of con- 
centrating as many of these independent agencies, under a line of 
command in various departments of Government so they wouldn’t all 
be under the President, but I have never known an independent agency 
of the Government, in my lifetime, or in my study of American Gov- 
ernment, that was actually independent. Somebody always appoints 
their heads and somebody has influence as to who should be appointed, 
to the minor positions even, and certainly the members of the Board, 
or the Administrator; or what not, are appointed by the President, 
usually. We don’t select them up here, and they are not elected by 
the vote of the people, so you have the same practice under either 
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system, the present system, or the other one. You do have some over- 
all control. 

Mr. Smiru. Well, there certainly. must be a lot of truth in what 
you say, insofar as the appointment of the Administrator would be 
concerned, but at least if it was an independent agency, after the 
Administrator had been appointed and approved, he wouldn’t have to 
run to someone that is subject to political pressure each time a loan 
was to be made in order to get approval of it. 

Mr. Brown. No, and he doesn’t have to do that now. In fact, the 
testimony in the past doesn’t show there has ever been any interfer- 
ence with any loans made; that is, by the Secretary. But I imagine 
if the White House, whether it be a Democrat or a Republican incum- 
bent, should show some interest in a matter before that agency, if it 
was independent, whether it be in the appointment of Jim Jones, or 
something minor, the Administrator, whose power had been given to 
him by Presidential appointment, would at least listen to the Presi- 
dent or the White House. 

That has always happened, and I presume always will happen in a 
Government of our type. 

Mr. Smiru. In other words, the gentleman says if you want to be 
sure you are going to have friendly administration of the act, you 
have to have not only a friendly Secretary of Agriculture, but also 
a friendly President; that is about what it gets down to. 

Mr. Brown. No, I don’t say that, because the very reason for these 
reorganization plans was to take away from the President the respon- 
sibility of passing upon policy matters that would be brought to him 
by all of these various—and there were a multitude of them—inde- 
pendent agencies. The Congress, in its wisdom, saw fit to place a 
great many of these independent agencies under the supervision, the 
jurisdiction of various Cabinet members, so that the President wouldn’t 
be bothered. 

At one time I think the President had 107, or something like that, 
independent agencies under him, and he was the only man above the 
Administrator or the Board, or whatever it might be called. He just 
could not give supervision to all of them, and he could not look over 
their decisions or their ideas or policies, and so forth and so on, as 
many people in this country would ask him to do, whether they were 
liberal or conservative in viewpoint. The whole thought behind the 
consolidation of these different independent agencies and boards of 
the Presidential Office into the departmental offices was for that pur- 
pose, to take a part of the load off of the President. And incidentally, 
such actions, because there were a series of them, were not only rec- 
ommended by the Hoover Commission, after 1939, but have been rec- 
ommended by every President, regardless of his political affiliation, for 
a great many years, because the Presidential load has become almost 
unbearable. Noman can take it. 

Mr. Smrru. But as I understand it, Mr. Chairman, in this case 
it is not only the President has so much to do he can’t look over each 
loan, but in this case it is also the Secretary of Agriculture had so 
much to do that he relegated it to one Kenneth Scott, who was lower 
in status than the Administrator. 

Mr. Brown. I don’t know whether he is lower in status or not, 
but he had the right, of course, to designate anybody to represent him 
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and to bring to him views and reports, I suppose, just as every Presi- 
dent has had the right to delegate to some of his assistants, some em- 
ployee, to check into the situation. But, in the end, the judgment has 
to be passed by the man on top. 

Mr. Smirn. That is all I have. 

Chairman Dawson. Mr. Barry. 

Mr. Barry. I don’t have any particular comments, except to say 
that I would hate to have to run a business where the Administrator 
would have to perform according to the intent of this act, if I didn’t 
have control of the handling of my own budget. I would think, even- 
tually, even though the intent of this act might be to give control, it 
would not do that, and I concur that we would be adding confusion to 
this by the language that has been described in the bills before us 
today. 

Me. Fascetnt. Mr. Chairman. 

Chairman Dawson. Mr. Fascell. j 

Mr. Fascetu. I know plenty of lending institutions which have a 
loan committee which has complete authorization up to X amount, 
and they don’t have to check with anybody on the approval or dis- 
approval of loans. I would look on this as the same situation. 

etting back to Mr. Finan’s theory of the constitutionality of at- 
tempting to do what we are trying to do with this legislation, I can’t 
see any difference, actually, if you make it an independent agency. 
You still have the same constitutional objection that you raised, so 
if one is unconstitutional, they all are. 

Mr. Finan. I am afraid I don’t follow you on that point. 

Mr. Fascetu. Well, you maintain that you have to have a line of 
command and cunsensiatliay by the Constitution, as far as employees 
are concerned ? 

Mr. Fran. No, sir. Let me try to make myself as precise as I 
can. My comment in this regard only ran to H.R. 3192, not to the 
other bill. 

Mr. Fascetu. Let’s change it around now and confine it to the 
language in H.R. 1321, and dealing only with the idea of giving the 
Administrator the sole authority on the granting or the denial of the 
loan. Is that unconstitutional, in your opinion ? 

Mr. Finan. I don’t see any constitutional problem with it. I say, 
as stated in this bill, it is a manifest impossibility, as stated in terms 
of sole responsbility. 

Mr. Fasceti. We agreed that maybe that language would be subject 
to definition and might be clarified so that there would be no mistake 
about what is attempted to be done by the legislation, but we are 
—— that there is no constitutional problem with respect to giving 
the Administrator that authority ? 

Mr. Finan. I was talking strictly to H.R. 3192, but I would still 
not withdraw anything that I said about leaving an unsatisfactory 
divided responsibility and confusion as to authority. 

Mr. Fasceru. All right, sir. Now, if it were possible to get lan- 
guage which would not have divided responsibility and would elimi- 
nate confusion and conflict, then what would your opinion be? 

Mr. Finan. I am afraid I will have to me you to let me see the 


bill. Mr. Fascell, I would like to take this opportunity, though, to 


clear up any possible misunderstanding here. I am not recommend- 
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ing independent status for the REA. Since I have no prepared state- 
ment, I was afraid I might have left that misimpression. 

Mr. Fascetxi. No, we appreciate your comments, because actually 
you have injected an important point into the discussion. 

Mr. Finan. I was trying to be helpful. 

Chairman Dawson. Then it is impossible to do what we are trying 
to do. 

Mr. Fascetu. No, he didn’t say that; he didn’t say that at all. 

Mr. Finan. I say if you see an organizational problem here, there 
is a solution to it which is not involved in any of these bills. If you 
see a policy problem here, it means new legislation that doesn’t neces- 
sarily have to involve organization, and, of course, that is not in either 
of these bills, either. 

Mr. Fascetu. I agree with that, and, of course, I don’t understand 


that that is the attempt of any of this legislation to do either one of 
those two things. 


Chairman Dawson. Any other questions? 

Mr. Brown. I agree with your point and with both of you. 

Mr. Inprtrz. Mr. Finan, you mentioned that it would be either im- 
proper or invalid to have an agency within the Department of Agri- 
culture which is not responsible to the head of the agency. I wonder 
if you are aware of a somewhat analagous situation concerning the 
Director of the Bureau of Mines. He has authority to issue orders 
withdrawing men from danger areas, and is not subject to the control 
of the Secretary of the Interior with regard to those orders. 

The authority goes directly to the Director of the Bureau of Mines, 
_ : any question is raised or appeal taken, it goes to an independent 

ard. 

Mr. Finan. The Federal Coal Mine Safety Board of Review. 

Mr. Inpritz. Yes. There Congress apparently specifically pro- 
vided legislation which would prevent the Secretary of the Interior 
from interfering with the functions of the Director in dealing with the 
withdrawal of men from dangerous areas in coal mines. 

Now, the intent of this bill is apparently to provide that the Ad- 
ministrator of the Rural Electrification Administration would have 
authority with respect to the approval and disapproval of loans with- 
out being subject to the authority of the Secretary of Agriculture. 

Now, aren’t the two comparable? 

r. Finan. You see, you are supplying me with an interpretation 
of what the intent of this bill was. I am saying if you take the bill 
as written, the bill purports to describe a situation which will in fact 
not exist, and that is the sole—I assume meaning the total, complete, 
and unadulterated—responsibility, for the approval or denial of loans 
will rest with the Administrator. 

I say this bill, if it went on the books, would not accomplish that 

oint. 
. Chairman Dawson. Your quarrel, then, is with the word “sole” ? 

Mr. Finan. Well, it is a little broader than that, Mr. Chairman. 
There is an apparent intent here to fix responsibility on the Admin- 
istrator, but then there are provisions in this bill which bring about a 
situation where, in my opinion, he cannot fairly be held responsible. 
He will still be sharing responsibility with the Secretary of Agricul- 
ture and the President in the executive branch, and in the appropri- 
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ate way with the legislative branch of the Congress. There is. no 
escaping that. 

Chairman Dawson. Any other questions? 

Thank you very much, Mr. Finan. 

I don’t know whether we are up in the air or whether we are down. 

Congressman Wolf. We are very happy to have you with us, Mr. 
Wolf. You may proceed. 


STATEMENT OF HON. LEONARD WOLF, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IOWA 


Mr. Wotr. Thank you, Mr. Chairman. May I say that I am happy 
to be here to have this opportunity. I have Sia receiving a consid- 
erable amount of mail from my folks back home telling me to push 
for this proposal. A considerable amount came before the election 
and a very great deal since, so I have a prepared statement I would 
like to present to the committee at this time. 

Mr. Chairman and members of the subcommittee, I appreciate the 
opportunity of meeting with the subcommittee to state that I give my 
unqualified support to the Price bill, H.R. 1321. As the committee 
knows, I have felt so strongly the need for restoring to the Adminis- 
trator of REA the authority that was taken from him and placed in 
the hands of the Secretary of Agriculture, that on February 17, 1959, 
I introduced a bill, H.R. 4662, which is identical to the Humphrey 
bill, S. 144, and the Price bill, which the subcommittee is considering 
today, I understand. 

At the time I introduced my bill, I expressed my wholehearted 
support of the aforementioned bills. 

The following quotation from Senator Humphrey’s statement at 
the time he ee ances his bill at the beginning of this session of 
Congress appeals to my sense of moderation, and I would like to 
read this quote: 

This bill is designed to restore the full loanmaking authority of the REA 
Administrator. It makes sure that the Administrator, and he alone, has final 
authority for making or rejecting an individual loan. The bill does not take 
REA out of the Department of Agriculture. It does not make RBA an inde- 
pendent agency. The Department of Agriculture still has full policy control 
over REA, but not over individual loans. 

That is his quotation. 

The bill before the committee has the same built-in spirit of modera- 
tion. It does not contain elements which could have a demoralizing 
effect on the well-trained and technically competent staff that has for 
so long and so effectively carried out the congressional mandate 
found in the Rural Electrification Act of 1936, as amended. 

I favor the Price bill because it does not propose to set up another 
independent agency of Government which would only add to the 
multiplicity of Federal agencies that has mushroomed over the years. 
Besides avoiding the costs of organizing a new agency, the retention 
of REA in the Department of Agriculture has, it seems to me, an- 
other distinct advantage. I refer to the advantage that comes from 
continuing the relationship that has existed for about 20 years between 
REA, as part of the Department of Agriculure, and the committees 
that it has worked with in the House and Senate. It is my under- 
standing that this cooperation has been of the highest order. 
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The committees understand not only the economic philosophy that 
runs through the REA, but they understand and are in sympathy 
with the social aspects of the program which makes it a program o 
service to people, and not: just another power program with emphasis 
on kilowatts and profit. This is not to say that other committees of 
Congress would be less understanding or fair in their dealings with 
the rural electric program if it were reestablished as an independent 
agency. My point is that I believe the present arrangement that 
exists between the REA and the Agriculture Committees and Sub- 
committees is functioning effectively, and nothing would be gained 
by a change. 

"There is in fact another advantage that accrues to the REA because 
it is a part of the Department of Agriculture. The Rural Electri- 
fication Administration program is and will remain basically an agri- 
cultural program. The liaison activities that exist between REA and 
the other offices and services of the Department of Agriculture, if - 
continued, would facilitate the maintenance of good understanding 
throughout the Department on all Government programs that are 
directly concerned with rural people. 

I am convinced that REA should remain in the Department of 
Agriculture, but I am more firmly convinced that it cannot function 
effectively until the authority that was delivered from the Adminis- 
trator to the Secretary of Agriculture has been restored to him. 

The district in northern Iowa that I represent is an important 
agricultural area. The rural electrification program means a lot to 
all of the people in that district. They are greatly concerned about 
any changes in the program which threatened to nullify the gains 
that they have achieved through cooperation. 

I might say, Mr. Chairman, that immediately after the election, the 
leaders in all of the REA co-ops in my district called me into a meeting 
and they all came to discuss this problem with me in considerable 
detail. Most folks in my district don’t attempt to keep informed 
about all of the administrative arrangements in Washington, but they 
do know that Secretary Benson and others high in his administration 
have been advocating changes in the method of financing REA and, 
of course, the move to raise the interest rates on REA loans has not 
escaped their attention. 

I feel that it is my responsibility as the Representative of the people 
of my district to do all in my power to safeguard their interests. In 
my opinion, the downgrading of the Rural Electrification Administra- 
tion that resulted from the implementation of Reorganization Plan 
No. 2 does cast a shadow over the future of the program. 

It seems to me that the greatest danger lies in the fact that the loan 
approval authority of major loans is vested in an official who is subject 
to political pressures and biases. Under the Reorganization Plan 
No. 2, the REA loses its identity and becomes just another one of the 
many departments within the Department of Agriculture. When the 
responsibility for REA policies are diffused throughout a number of 
offices in the Department, the historically intended purpose of keep- 
ing the REA as an important segment of our farm policy is defeated. 
I believe that the best interests of our rural people have been jeop- 
ardized long enough under the present arrangement. The power 
should be returned to the Administrator who is charged with carry- 
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ing out the wishes of the Congress, as expressed in the Rural Electrifi- 
cation Act of 1936, as amended. 

For these reasons, I urge the subcommittee to report out the Price 
bill, H.R. 1821, so that we may vote its passage. 

Thank you, Mr. Chairman. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascetx. No questions, Mr. Chairman. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. The only question I have is whether or not the gentle- 
man knows of any case where the Secretary of Agriculture has turned 
down or rejected any loan recommended by the Administrator. 

Mr. Wo tr. How soon will you make the decision on this? 

Chairman Dawson. It won’t be today. 

Mr. Woxr. I will gather that information and submit it to the 
committee to be a part of my report. 

Mr. Brown. Very well. I would like to have it authenticated and 
documented. There has been no testimony on that so far. 

Mr. Worr. I will get it back to your subcommittee this afternoon. 

Chairman Dawson. Do you have a question, Congressman? 

Mr. Smrru. No; I don’t. 

Chairman Dawson. Do you have a question, Mr. Barry ? 

Mr. Barry. No, sir; I don’t. 

Chairman Dawson. Thank you very much. We appreciate your 
testimony, Congressman. 

Next will be the Honorable Gracie Pfost. 


STATEMENT OF HON. GRACIE PFOST, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF IDAHO 


Mrs. Prost. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I want to take 
this opportunity to express my appreciation to you for your prompt- 
ness in taking this legislation up at such an early stage in the session, 
I introduced a bill No. 3192, on January 22, 1959, identical in principle 
to a number of other bills before you. Needless to say I am hopeful 
that you will take favorable action soon so we may be able to clear up 
a problem that exists in the minds of the people in our area with 
regard to where the REA loan financing is headed. 

I should like to take just a very few brief moments to call attention 
to what the REA has meant to my own State of Idaho. As you know, 
the Rural Electrification Act was adopted in 1936, and the extension 
of light and powerlines to farmers in Idaho has progressed rapidly 
since that time. For example, in early 1935 only 29.8 percent of all 
farms in the State had control station electric service, but by 1950 
more than 91 percent had such service, and last year the percentage 
stood at 97.1 percent. This phenomenal growth was due in great 
part to REA. 

Mr. Brown. Would you yield right there? 

Mrs. Prost. Yes. 


Mr. Brown. I have listened with interest because I have long been 
a supporter of REA development. I think if the gentlewoman will 
investigate, or check, deeply, she will find in the past 6 years there has 
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been approximately the same, or a a little bit more, in the way 
of Federal funds Secunda for the development of REA than in the 
first 17 years of its life. y 

Mrs. Prost. Well, I appreciate that, Mr. Brown, and the answer is 
that in 1953 this Administration took over following 20 productive 
Democratic years and the coffers were full of money. There can be 
growth when you have money to spend. 

As you know, REA has been a program that has dramatically im- 
proved the level of living of farmers and ranchers throughout not 
only Idaho, but the country as a whole. Rural people in my district 
and elsewhere in the State consider the rural electrification program a 
creature of their own making. They should consider it as their own 
because so many of them have joined the electric cooperatives. They 
have served on their boards and helped in other ways to make it the 
success that it is today. 

My people in Idaho take pride in REA’s accomplishments, and have 
approved most of the policies that have emanated from Washington, 
and I share in their pride. But I share in their concern also when 
conditions arise which threaten to endanger the future of the REA 
program. 

The Reorganization Plan No. 2 of 1953, as it is being applied to 
REA by the Secretary of Agriculture, in my opinion, poses a threat. 
Vital decisions regarding REA loans, the only real purpose for the 
existence of REA, incidentally, are not the sole responsibility of 
the Administrator. He no longer can judge an important loan appli- 
cation on its merits and make the loan himself, as I feel it should be 
made. He must now check with the Secretary of Agriculture, who is 
a political appointee, and while I know of no abuses yet under this 
system, it is a change that could threaten the work of the REA. 

It removes the responsibility from those who are qualified by 
training and experience and places it in the hands of those who are 
concerned with REA loans as only a part of their multiple responsi- 
bilities, I feel, Mr. Chairman, that we cannot take a chance on the 
final determination for REA loans to be made by someone who may 
not be in sympathy with the purposes of the REA as originally visu- 
alized by the Congress. 

Now, recent statements by Secretary Benson, in which he advocated 
raising interest rates on REA loans and private financing of REA’s 
future loan requirements is viewed by my constituents as evidence 
that Secretary Benson doesn’t fully understand the problems of rural 
electrification or have a philosophy of public affairs that auguers well 
for our rural people. And for these reasons I, of course, am very 
hopeful that this subcommittee will recommend one of the bills under 
consideration. 

Chairman Dawson. Your bill differs slightly from the Price bill. 
Would you settle for the Price bill? 

Mrs. Prost. Yes, Mr. Chairman. I think the important issue before 
us is to allow the Administrator to proceed without the additional 
delay of taking matters up with another individual in another depart- 
ment. Any time this happens it slows down the procedures. 

Weall experience that in handling our own offices. 

Chairman Dawson. Mr. Fascell. 
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Mr. Fascrrz. I have no questions, Mr. Chairman. That was the 
only question I had in mind, myself, since her intent obviously deals 
with loans specifically. 

Mrs. Prost. And I might add, even though this legislation doesn’t 
happen to go to that particular point, I am specifically interested in 
maintaining a sufficiently low interest rate so that the growth in 
building electric lines in the rural areas will continue. As you men- 
tioned, Mr. Brown, a great deal of funds have been made available 
for REA loans, and I for one feel it has been one of the greatest 
blessings that has happened to rural America. 

Mr. Brown. Well, of course, the able legislator that you are, I am 
sure that you are aware of the fact that this legislation has nothing 
whatever to do with the interest rates on REA loans. That is an 
entirely different problem. 

Mrs. Prost. The gentleman is 100 percent correct, and I prefaced 
my remarks with the fact that though this legislation doesn’t go to 
that—— 

Mr. Brown. No, but I have noticed that it has been mentioned a 
great deal here and discussed with a great deal of fervor. 

Mr. Fascetu. Well, able legislator that she is, she took a good op- 
portunity to get a plug in. 

Mr. Brown. Although, actually contrary to the rules, we are sup- 
posed to speak to the subject, and there might have been a point of 
order made against it. Let me ask you just one question, if I may. 

T noticed that you referred to political appointees passing on this. 
How have the different Administrators of the REA been selected in 
the past, while it was an independent agency ; how did the man get his 
position ? 

Mrs. Prost. Of course, the gentleman is referring to exactly what 
the gentlewoman has mentioned, the fact that they are appointees. 
However, the thing that I am trying to say 

Mr. Brown. Wait a minute, was it a political appointment, or was 
he elected by the people, or by the members of the co-op or what? 

Mrs. Prost. He was a political appointee. 

Mr. Brown. Well, he was a political appointee, the same as the 
people in the Department of Agriculture that you referred to are 
political appointees ? 

Mrs. Prost. Yes. 

Mr. Brown. So what is the difference ? 

Mrs. Prost. My feeling is that the Administrator deals solely with 
REA problems, and that is his sole responsibility. He is appointed 
to deal with REA loans and the REA program as a whole. Now, the 
difference that I made between the two was the fact that you come 
along with still a different individual whose mind is busy with a 
multitude of other farm programs, which as the gentleman well 
knows, are quite prevalent today, and his interests are scattered over 
so many areas. 

Mr. Brown. I understand your point. 

Mrs. Prost. It seems to me by the time the Administrator takes it 
to an individual in the Agriculture Department, who is busy with 
multitudinous other duties the loan program may get shuffled to one 
side while some of the larger farm programs and problems are taken 
care of. 
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Mr. Brown. Of course, there is no evidence that such has ever been 
done. But I am intrigued and entranced by the lady’s reasoning and 
her viewpoint on this thing. Originally, when it was an independent 
agency, the President appointed this Administrator of REA, 
didn’t he? ‘ 

Mrs. Prosr. Right. 

Mr. Brown. Now, did you ever know of any President, outside of 
the present one, of course, that was not a politician and wasn’t subject 
to political influence? I sometimes wish my President were a little 
more political. 

Mr. Smiru. Will the gentleman yield on that ? 

Mr. Brown. Well, she has yielded to me. 

Mrs. Prosr. I will yield to the gentleman to answer it. 

Mr. Brown. So there is really no difference, as far as the political 
aspects, regardless of who has the responsibility ? 

Mrs. Prost. Well, I think there is a difference. Any time you draw 
in another individual from the Department and they too must pass 
upon this question in addition to the REA Administrator, then you 
are getting into a more lengthy drawn-out affair. 

Mr. Brown. I think that. is right. I know the lady is very practical 
in politics or she wouldn’t be here, and she is very able in her discus- 
sion, but don’t you think, back in the days when this independent office 
of REA, along with a multitude of independent offices, which came 
under the President, that the President in that day would say—let’s 
take a Democrat—to John Steelman, or somebody else down there: 
“Now, you take a look at this thing. I will have them tell you »bout 
what they are doing down there in such and such an independent 
agency, and if you don’t think it is in line with your policies and our 
beliefs here at the White House level, you come tell me, and then I 
will speak to the man in charge, the Director, or the Administrator.” 

Now that happens regardless of where you are or what it is; isn’t 
that true? 

Mrs. Prost. That may very well be. Certainly the gentleman is 
partially correct, and may be wholly so, with regard to his 

Mr. Brown. Now doesn’t that happen all of the time ? 

Mrs. Prost. I haven’t been down to the White House. Your Presi- 
dent hasn’t invited me down. 

Mr. Brown. You may have the opportunity to go before too long. 

Mrs.Prosr. I am sorry to say I didn’t have the privilege of serving 
in Congress under the great Presidents, Mr. Truman and Mr. Roose- 
velt, but let me say this: 

I was so glad to have the gentleman [Mr. Brown] bring up the fact 
that there has been a great deal of money made available under the 
REA program in recent years. I can well remember when I was a 
youngster 12 year old in Idaho—— 

Mr. Brown. Well, that wasn’t long ago, I can realize. 

Mrs. Prost. When my father wanted to bring a powerline less than 
a half mile to our home. No REA existed at that time and the power 
company wanted $2,000 to bring it a little over a quarter of a mile. 
The gentleman remembers corollary circumstances, I am sure. 

Mr. Brown. I had similar experiences. 

Mrs. Prost. All right, we came along with 20 productive Democratic 
years and put a lot of dollars into people’s ullike so they could pay 
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their taxes and there was money for REA loans to construct lines 
out into the rural areas, and, thank goodness, today 97 percent of my 
Idaho people have refrigerators, and washing machines and they 
can have 

Mr. Brown. As I said earlier, I have been for REA, too, because 
I have had the same problem. Iam much older than you, and I wasn’t 
a child when it happened. I had to pay the bill myself. But I re- 
member during those productive years the burden was shifted from 
the individual over to the Federal Government, and I also recall that 
in these years that we have had REA, some 23 years, that there was as 
much or more Federal funds made available to help expand and ex- 
pedite this program in the last 6 years as there was in the first 17 
years. 

Mrs. Prost. Exactly the point the gentlewoman was making. 

Mr. Brown. So I am afraid that your great friend you refer to, 
Mr. Roosevelt, was holding out on you a bit, and the Republicans 
have been more helpful. But as all women do, even my wife, you 
kind of skirt around: the real subject, and the subject is, and the 
question is, Whether.or not under either system there isn’t some 
political control, and how you can get away from it under our system 
of government. 

Mrs. Prost. The gentleman is right, both parties exert political 
control. However, in view of the last statement the gentleman has 
made, you will recall that when the Democrats took over back in the 
thirties, they didn’t have the dollars to spread around that the Repub- 
licans found in the Treasury when they took over in 1953. 

Mr. Brown. The lady is correct, but I remember how the printing 
om rolled, and how the money was poured out of the Federal 

reasury at the expense of the taxpayers. I know, too, what a great 
burden of the debt we have, and how high taxes are; for you see, I 
am older than the lady and can think back further, and have a more 
vivid and clear memory of what went on in those years than you do, 
because you were a mere child when Mr. Roosevelt was President. 

Mrs. Prosr. I thank the gentleman very much, but I haven’t yet 
forgotten the little $214 grocery slips that we gave out as direct charity 
trying to take care of the people who migrated west from the dust- 
bowl areas of Nebraska and Kansas. And that $2.50 had to last 
them a whole week, whether their family was hungry or not, and I 
haven’t forgotten the deeds that the county took upon the farms in 
our rich Canyon County, though we offered for sale over 800 separate 
pieces of property over a 2- or 3-day auction period only some 20 
people had the money to buy them. 

“Mr. Brown. You should be very grateful to the people of Ohio 
that I represent, because we furnished much of the money that you 
received. 

Mrs. Prost. I am sure much of this should not go on the record, 
Mr. Chairman, but the gentleman led me into it. 

Mr. Brown. Well, the gentlewoman, like all women, didn’t answer 
the question. 

Mr. Smiru. The question of the political pressures, and so forth, 
on whoever is making the loan, has the responsibility for the loan, 
it was my understanding—and correct me if I am wrong—it was 
my understanding that there is a difference here because the Admin- 
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istrator was subject to approval by the Senate, but as I understand 
it, the reorganization here permits the Secretary of Agriculture to 
designate somebody who is not subject to approval by the Senate. 

Mr. Brown. But the Secretary of Agriculture is subject to the 
approval of the Senate. 

Mr.Smiru. Butis he the one who in the end must approve ? 

Mr. Brown. He is the one responsible, just as you are the one 
responsible when your secretary signs and sends out a letter. Cer- 
tainly, you delegate certain responsibilities. We do it every day, 
and I am afraid sometimes Congress delegates too many of its 
responsibilities, 

Chairman Dawson. Did that answer your question ? 

Mr. Barry, do you have a question ? 

Mr. Barry. I just wanted to ask the gentlewoman if she thought it 
would make any appreciable difference if there were a group asking 
for something from the REA and the REA Administrator was dis- 
posed to grant whatever was being asked, and at the same time within 
the Department there was an influence opposed to it. Now, if under 
the same set of conditions the Administrator was reporting to the 
White House directly, to the assistant to the President, which many 
of the agencies formerly did, and which some still do, if there would 
be any difference in what would happen by virtue of the fact that 
people opposed to this policy or this request to the REA would then 
jesnel their opposition to the White House. 

Would you then come before Congress and ask for a new law be- 
cause there was opposition to a policy? Because, as far as I can see 
thus far, the only testimony offered as a reason for this legislation is 
that the philosophy of the Secretary of Agriculture differs somewhat 
from the philosophy of those who are, by and large, wholeheartedly 
behind the REA, and certainly we shouldn’t be in a position of just 
legislating around an individual’s philosophy. 

Would you not agree? 

Mrs. Prost. I should like to say, in answer, that I don’t think it is 
entirely because there may be a different philosophy between the Sec- 
retary of Agriculture and the REA Administrator. I simply feel 
that you are going to expedite the issuance of these loans if you can 
leave the responsibility resting in the Administrator who has the 
responsibility of REA — wholly, rather than to have to scatter 
your shots, so to speak, into the Agriculture Department, where it 
will be referred not just to Secretary Benson, who is possibly too busy 
to be bothered with those details, but to someone he may designate 
to sit down and talk over and evaluate and go into it with the Ad- 
ministrator, just as many other problems are resolved. 

Mr. Barry. I am certain that the gentlewoman would be aware that 
if there was any matter at issue within the REA, that there are al- 
ways two sides to a question, unless it was something that everyone was 
in complete agreement with. So when you say that the Secretary of 
Agriculture would not be concerned or bothered with these matters, 
he wouldn’t be, unless it was put upon him, and the opposing forces 
who didn’t want what was being petitioned for would be in touch with 
the Secretary of Agriculture. 

Now, in lieu thereof, if you take this authority away from the 
Secretary of Agriculture, the same people wanting this are going to 
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o to the President, and they are going to create, again, another chore 
or the President of the United States and the presidential staff, 
which is already so overburdened with world problems of import 
having to do with our very life and death, that we would be, in a 
sense, impeding peace, the very thing that we are struggling so hard 
for by doing this thing that would further increase the burden of 
the executive department. I don’t see how you are going to get away 
from the fight by taking it out from the Agricultural Department. 
If I could see that, then I would: be* amenable to it. 

Mrs. Prost. Naturally, there will be those for, and those against, 
but my bill would leave the responsibility up to the REA Adminis- 
trator, rather than, as I said earlier, throwing it to someone in the 
Department of Agriculture, who could bog the issue down and hold 
it over until people would have to forget about their project. 

Mr. Barry. I would like to agree that there wouldn’t be confusion, 
but I am inclined to think that there would be more confusion. Be- 
cause here the White House would not have direct knowledge of all 
of the conditions affecting the REA proposal, whatever it was. They 
would then have to go to the Secretary of Agriculture anyway and 
get his views, or someone in the Department, perhaps the same one 
that this responsibility is now delegated to within the Department. 

Then there would have to be reports coming back to the White 
House, and then the White House in turn would get a hold of the 
REA Administrator and give their viewpoint on the matter. The 
REA Administrator, being an appointee of the President, is certainly 
going to listen to the White House to a certain extent. I don’t say 

e would take it totally, but he is certainly going to listen, so I can’t 
see how it would do anything but add to the confusion of government, 
rather than to simplify it. 

I can’t see how it would be possible to think that the REA would 
be any better off or the Administrator would be more independent 
than he would under the present situation. 

Mrs. Prosr. Well, I certainly think if you have an Administrator 
who is big enough to have the appointment he should be big enough 
to evaluate the contingencies upon these requests for loans and make 
a determination as to whether or not the loan should be granted. In 
my opinion it could expediate many of these loans by resolving them 
right within the Administrator’s own realm. 

Mr. Barry. May I say to the gentlewoman that general business 
policy with respect to commercial banks throughout the Nation is for 
a bank to receive application for a loan, but the administrator of that 
loan seldom has to do with the policy of granting that loan. It goes 
usually before a loan committee and a loan committee would then 
have the final say as to whether that loan should be granted, and then 
it is given back to the administrator. It may happen at the present 
time in the REA, but certainly if there is a policy committee having 
to do with the affairs of our Department of K riculture, I could con- 
ceive under the proposal now being sieeedited whereby it might be 

ossible for the loaning officers to be developing in one area wheré the 
Bectebary of Agriculture’s policies would be working toward some 
other avenue of direction toward agricultural affairs. 

It is like not knowing what your left hand is doing, and I feel if the 
intent here is to strengthen the REA, I don’t know that it would, 
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because you would be getting a greater power than the man you have 
at the moment that the REA goes to. You would be putting the 
White House into the act, with all of the power that the White House 
has. 

Mr. Fascetn. Will the gentleman yield at that point? 

Mr. Barry. Yes. 

Mr. Fasceti. This thesis is predicated upon the assumption that 
the President would have the overriding authority to void a loan 
application. 

Mr. Barry. Not to void it, but to influence it, because you know, as 
the gentleman from Ohio stated, there is with all political appointees 
a certain allegiance to the person who sppenten them. 

Mr. Fasceti. Will the gentleman yield further ? 

Mr. Barry. Yes. 

Mr. Fascett. I will agree that you can’t take politics out of politics. 

Mr. Barry. Weare in accord. 

Chairman Dawson. Any other question ? 

Thank you very much, Congresswoman. The gentlewoman made a 
very interesting witness. 

Mrs. Prost. Thank you, Mr. Chairman. 

Chairman Dawson. Mr. Morris. 


STATEMENT OF HON. TOBY MORRIS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OKLAHOMA 


Mr. Morris. Mr. Chairman and members of the committee; I am 
most appreciative of this opportunity to express my deep conviction 
that positive action must be taken without delay to suppress the arbi- 
trary violation of the intent of Congress on the part of the Secretary 
of Agriculture who has usurped the authority of the Administrator 
of the Rural Eleetrification Administration. 

H.R. 1321, and other similar bills now under consideration, as I 
understand it, clearly returns the power to approve loans to the REA 
Administrator with whom it was always intended to be reposed both 
by direct legislation in the initial REA bill and later by intent when 
the Reorganization Act of 1953 was discussed and later approved. 

It is quite apparent to me that the REA program is slated for 
death—by strangulation or otherwise. The Rural Electrification 
Administration was created as an independent agency of the Govern- 
ment by the Rural Electrification Act of 1936.and was, dually spon- 
sored by Republican George Norris and Democrat Sam Rayburn. 
By law the Administrator was to be nominated by the President for 
a term of 10 years subject to confirmation by the Senate. The very 
framework of the original act reflects nonpolitical activity. Yet we 
have today the Secretary of Agriculture, clearly a political figure, 
the self-appointed administrator. 

Mr. Dave Hamil, the “titular” Administrator of the REA, is a 
man who is well liked and respected among the cooperatives who 
once dealt directly with him. He is regarded as a fair man and one 
well qualified to evaluate the propriety of all applications—regardless 
of the amount—but he is only “permitted” to pass on loans under 
$500,000—something like 20 percent of the volume handled. 
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Any of 16 to 18 million direct benefactors in America today is 
justifiably alarmed at the seriousness of this situation. Not only the 
rural population who are enjoying a “brighter” world but also the 
indirect benefactors—refrigerator manufacturers, TV repairmen, the 
farm implement dealers, automobile and truck manufacturers, and a 
host of other segments of our society and economy who have bene- 
fited directly and indirectly from this great program. If the farmer, 
and especially the small farmer, is forced to look to Wall Street for 
financing—and he will be if this malpractice is permitted to con- 
tinue— he might as well bar the door and seek a new occupation. 
This is just another contributing factor to the vast movement away 
from the farm that is plaguing our experts today. 

When we speak of Russia’s accomplishments in the scientific and 
military field, all America is alert but is it not just as important to 
us to maintain the pace in hydroelectric potential? Surely Russia 
is not overlooking this vital artery in her quest to lead the world. 
The first step, in my judgment, is to return to the Administrator the 
power Congress originally intended him to have and to divorce poli- 
tics from this vitally important program. 

Now, may I just conclude by saying that I was very interested in 
this question that was raised by a former witness here as to the consti- 
tutionality of this bill, or these bills. Of course, I realize when any 
question like that is raised, that it requires examination and consid- 
eration, and I feel sure that the gentleman was in good faith. 1 
don’t attack his good faith at all, and he could be right, but. I think 
that he was definitely wrong. And while he was testifying, I happen 
to have a copy of the Constitution with me, which I carry with me in 
my pocket at all times and read it when I can. I certainly don’t 
claim to be any great constitutional authority. I have been a member 
of the-bar since I was 21 years of age, engaged in the practice of law, 
am a former district judge, and naturally have had some experience 
in the field of law, but I certainly don’t claim to know all of the 
answers. 

But I call your attention to article 1, section 8, which is the section 
that, sets out specifically most of the powers of Congress, or a great 
many of them, at least. It says, among other things—I will go over 
it hurriedly—that Congress has the power to borrow money on the 
credit of the United States, to regulate commerce, to establish post 
roads, to raise and support armies, to maintain a navy, and so on and 
so on and so on. The last paragraph of that section 8 makes this 
provision : : 

To make all laws which shall be necessary and proper for carrying into execu- 
tion the foregoing powers and all other powers vested by this Constitution in 
the Government of the United States, or any department or officer thereof. 

So it seems to me very clear that the Congress—which, of course, 
is the lawmaking body of our Government—would have the right to 
make such law as it desired to make in regard to this particular 
matter, and we do know that the Constitution and any law made in 
pursuance to the Constitution is the supreme law of our land, and it 
would seem,to me that Congress would clearly, under that provision 
and the general provisions of the Constitution, have the right, if they 
saw fit to do so, of course, to put this power in the Administrator. 

Chairman Dawson. Mr. Fascell. 
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Mr. Fascell, I have no questions, Mr. Chairman. 

Chairman Dawson. Mr. Brown. 

Mr. Brown. I would just like to comment that I recognize the 
gentleman’s ability in connectioin with interpreting the Constitution. 
The only difficulty we have encountered in recent years is that some- 
times the Supreme Court doesn’t agree with the Congress as to what 
the Constitution means, or whether what we do is according to the 
Jonstiution or not. I know the gentleman is just as critical of that 
situation as I am, so maybe, in the end, the courts may have to decide 
how much power we have in this matter. 

But I want to go back to one other thing, and ask a question, be- 
cause I have known you very long and very well, and I am sure you 
did not mean to make a misstatement, but I think you did. You say 
that the Administrator, who you will agree, is a very high-grade 
gentleman, well qualified, and so forth and so on, is only permitted 
to pass on loans under $500,000, something like 20 percent of the 
volume. 

Now, isn’t it a fact that he passes on all loans and it is only loans 
over $500,000 that are reviewed by the Secretary of Agriculture? 

Mr. Morris. Well, I am glad you raised that question. I certainly 
wouldn’t ever knowingly make a misstatement, and if I have I want to 
be corrected, but I don’t believe I have, and I want to say to the gentle- 
man that my regard for him is almost unbounded, even though we 
might not agree on some particular things. I certainly have the 
highest regard for the gentleman, for his integrity, for his ability,. 
and for his general conduct as a Member ofthis great body of Con- 
gress, and if I did I stand corrected, but I think that I did not make 
an incorrect statement. ) : 

As I understand it, he has issued a directive, the Secretary of 
Agriculture, that from here on out, any loan over $500,000 must be 
inspected by him. That is permitting the “Administrator to only 
make those loans of less than $500,000. 

Mr. Brown. Yes, but isn’t it a fact that the Administrator first 
passes on all loans? In other words, if there is a loan for $5 million, 
the Administrator could turn that down. It is only the loans that 
he recommends above $500,000 that are subject to any type of re- 
view ; is that correct? 

Mr. Morris. That could be. I haven’t read the actual directive. 
That could be. 

Mr. Brown. Now, I want to ask you just one other question. We 
took a great deal of testimony, as you are aware, last year. Do you 
know of any case where the recommendation, or a loan suggested, by 
the Administrator, whether it was below $500,000 or above $500,000, 
was ever vetoed or rejected by the Secretary of Agriculture ? 

Mr. Morrts. No, sir, I do not, and I heard the other witness, one 
of the witnesses who testified, say that he would assemble that infor- 
mation. And that is not the point that I'make. I don’t know that he 
actually has. The point is that the threat is there. 

— Brown. I am asking you a direct question whether you know 
of any. 

Mr. Morris. No, sir, I do not. 

Mr. Brown. Now, you say Mr. Hamil—and I agree with you—I 
don’t know the man except I have seen him before the committee 





26 MODIFYING REORGANIZATIONS PLANS 


here—that Mr. Hamil is a very high-grade gentleman, and all of 
that. I think if you check the record, he has testified, or did last 
summer, that there has never been any rejection of any loan, that he 
has recommended, by the Secretary of Agriculture or anyone else, 
and if I am incorrect in that statement then I apologize, but that is 
the best of my memory. 

Mr. Morris. You may be correct, and I know the gentleman would 
not want to cut me off from a full explanation of my point there, and 
you probably are correct, Mr. Brown. 

But the point I make is this: The threat is there, and frankly, may 
I make this statement, and I have made it to many people: It is my 
understanding that the Secretary of Agriculture, Mr. Benson, is a 
splendid Christian gentleman, and in my own district I may have 
suffered some politically from more or less taking up for him, po- 
litically, on occasion, on the theory of his being a good man and a 
man of good purpose. But I will say to you that his philosophy in 
running the Agriculture Department, in my judgment, is not good, 
and I think it has hurt us, and it is right in line with what I am say- 
ing here, and I think his philosophy is—notwithstanding his being 
a good man—I think his philosophy is to gradually whittle away this 

‘REA and destroy it. 

Mr. Brown. Of course, it is hard to open anybody’s mind, and de- 
termine what he may-think, -but-up to-date, regardless of what his 
philosophy may be on other matters, there is no evidence, to my 
knowledge, before this committee, that any philosophy he may have, 
has, in any way, affected any of the loans recommended by the Ad- 
ministrator of REA. 

Mr. Morris. That could well be true, I don’t know, Mr. Chairman. 

Mr. Smrrxn. My only question, Mr. Chairman, is: Is a copy of this 
directive available? ia 

Mr. Morrts. I think that should be obtained, that it should be, to 
clear that up. I don’t know whether it is available or not. 

Chairman Dawson. We will ask one of the other witnesses for that. 
We will obtain one if it is. 

Any questions, Mr. Barry ? 

Mr. Barry. I don’t have a question, but it seems more and more as 
this hearing progresses to be one of what the Department of Agri- 
culture—and particularly the Secretary—could do, and I just take my 
text from the great Democrat who said there is nothing to fear but 
fear itself, and I see nothing here on the record. I am only a fresh- 
man here, but I don’t understand taking the time of so many people 
on a matter of this kind on something that there is no actual case that 
has been brought here of an abuse of power. 

I understand that it is our function to inquire from time to time into 
departments, but unless there is something concrete brought in, I fail 
to understand the reason. 

Mr. Morris. Mr. Chairman, I don’t want to belabor this, but may 
I answer him on this, or may I make this suggestion to the gentleman : 

Certainly I know you want to move on, and I don’t want to spend 
any large amount of time here with you, and I certainly want to tell 
you how grateful I am for your letting me appear, Mr. Chairman and 
members of the committee, but I always want to be be—and I think 
IT am—honest and frank with everybody, and I think this legislation 
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definitely is superinduced and brought about largely by reason of the 
present Secretary of Agriculture. I will admit that because the 
people in this group feel that he is unfriendly toward them to some 
extent. But getting on to the point that you can’t remove politics 
from politics, if I am not mistaken, this Administrator is appointed 
for 10 years, and the long tenure to some extent relieves a person of 
pressure. It is like the members of the Supreme Court and other 
members who might be appointed for life, the judiciary, we know 
that is the reason for their being appointed for life, to remove that 
pressure. 

Under the present Constitution, a man who is in for 10 years would 
be in for at least the past two administrations. So I think it does 
tend to relieve the pressure. 

Chairman Dawson. Thank you very much. 

Mr. Kenneth Scott. 


STATEMENT OF KENNETH L. SCOTT, DIRECTOR OF AGRICULTURAL 
CREDIT SERVICES, DEPARTMENT OF AGRICULTURE; ACCOM- 
PANIED BY DAVID A. HAMIL, ADMINISTRATOR, RURAL ELECTRI- 
FICATION ADMINISTRATION 


Mr. Scorr. Mr. Chairman, may I invite Mr. Hamil, the Administra- 
tor, to join me? 

Chairman Dawson. Yes. 

Mr. Scorr. Thank you, Mr. Chairman, members of the committee. 

Secretary Benson has asked me to present to you the Department of 
Agriculture’s views on the four bills under consideration today. You 


will recall that I presented the Secretary’s statement on a similar 
measure to your committee last June. We opposed that proposal to 
make Reorganization Plan No. 2 of 1953 inapplicable to the REA as 
we do the pending bills. The Department recommends that H.R. 
1321, 3029, 3192 and 4662 not be enacted. 

We have had ample time for reflection and examination of all 
aspects of the proposal in the 9 months which have elapsed since our 
last appearance here. It still is our considered judgment that enact- 
ment would not be in the best interests of the REA program and 
would be contrary to well-established and accepted principles of 
sound, effective Governnment organization and administration. 

The Department is fully aware and very proud of REA’s record 
of accomplishment and success, and of the unanimity of support 
and praise it has received from farmers and rural people, from farm 
organizations, and from legislators on both sides of the aisle here 
in Washington and in State capitals across the land. The Department 
has played its part in making that record. It regards very highly 
its 20 years of participation in these programs and looks forward to 
continuing its contribution in meeting the challenge of the future. 

The Department has given you in writing its reasons for taking 
the position that these bills not be enacted. The reasons against 
making Reorganization Plan No. 2 inapplicable to REA are the 
same as those we presented last year. We still believe that it is 
important to centralize in the Secretary responsibility for effective 
administration of all programs within the Department, and to make 
explicit and uniform the authority for carrying out his responsibilities. 

38562—59 3 
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The coordination of responsibility and authority is in line with the 
sound congressional policy of vesting functions directly in the Depart- 
ment heads so that they can be held accountable for the performance 
of their agencies. 

We testified last year that while the language of the 1953 plan is 
broad enough to transfer functions from the REA Administrator 
to the Secretary, all such functions had in fact been transferred by 
Reorganization Plan No. II of 1939. That plan changed the statu: 
of REA from an independent agency to an agency of the Department 
of Agriculture. It provided that REA be administered in the Depart- 
ment of Agriculture “under the general direction and supervision 
of the Secretary of Agriculture.” That point was developed in some 
detail in a letter dated August 30, 1957, addressed to Chairman 
Humphrey of the Subcommittee on Reorganization of the Senate 
Committee on Government Operations. It is found on pages 162-16: 
of the printed hearings on H.R. 11762, 85th Congress. 

Something new has been added to the proposals pending before 
this committee which did not appear in H.R. 11762. It is now 
proposed, and I quote: 

* * * notwithstanding the provision of section 5 of Reorganization Plan Num 
bered 2 of 1939, or the provisions of any other law, any action of the Adminis- 
trator of the Rural Electrification Administration with respect to the approval 
or denial of loans authorized to be made under the provisions of the Rural 
Electrification Act of 1936, as amended, shall be the sole responsibility of the 
Administrator. 

One of the bills, H.R. 3092, would make any action of the Admin- 
istrator his sole responsibility. 

It is difficult to reconcile this provision with the objectives under 
lying the 1939 reorganization plan. As we point out in the Depart- 
ment’s report, the basic reason for that plan was to improve the 
administrative management of the executive branch by a more logical] 
grouping of existing units and functions and by a further reduction in 
the number of independent units. President Roosevelt stated in trans 
mitting the plan that the work of REA in its educational as well 
as its lending functions is clearly a part of the rural-life activities 
of the country and should therefore be administered in coordination 
with the agricultural activities of the Government. 

The approval or denial of loans is a most essential function of the 
REA Administrator. If it is intended by the language of this provi- 
sion that the bare act of affixing, or refusing to affix, his signature 
to a loan is the sole responsibility of the administrator, it is meaning- 
less. If what is intended to be covered is the act of decision on a 
loan, both Administrator Hamil and I have already assured this 
committee that it is the Administrator who makes these decisions. 

On the other hand, if this phrase means that all decisions as to the 
policies, procedures, and personnel which are the vital, indispensable 
ingredients of the loan process are to be made solely by the Admin- 
istrator, then the effect of enactment of these proposals would be to 
remove REA substantially in its entirety from the general supervi- 
sion and direction of the Secretary. - This would indeed strike down 
Reorganization Plan No. 2 and destroy its objectives insofar as they 
pertain to REA. 

Frankly, I think this language is ambiguous. Perhaps these hear- 
ings will elarify its intent.. 
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It has been charged that the Secretary’s request, made in June 1957 
to Administrator Hamil, that he refers certain loans to me for infor- 
mation and possible discussion was a breach of faith because the 
Secretary had not given public notice of this “major change” in ac- 
cordance with his assurance to congressional committees. This re- 
ferral procedure was not a major change in REA organization or 
policies. No powers or functions were transferred from REA. The 
Administrator’s authority for final approval of loans was and is not 
curtailed. Both Administrator Hamil and I testified that not a single 
Joan had been withheld or unduly delayed because of their having 
been referred to me. This is as true today as it was last June. 

I wish to inform the committee that we revised our informal ar- 
rangement just recently so that only applications for generation and 
transmission loans in excess of $1 million, rather than all electric 
applications exceeding half-million dollars, and new telephone appli- 
cations are now being referred to me. I repeat, none has been vetoed 
or delayed by me. 

There has been talk of a master plan to destroy REA. We em- 
phatically deny that. this administration has any plan or intention to 
in any way harm REA. The Department is alleged to have partici- 
pated in such a plan by its submission to the last Congress of legisla- 
tion affecting REA. This administration has consistently supported 
the REA programs. We are proud of that fact that REA and its 
borrowers are in the best condition of their quarter century of ex- 
istence. Administrator Hamil is here and will furnish the pertinent 
facts as to current condition. 

To carry out the recommendations of the President in his budget 
message for 1960, the Department is in the process of preparing for 
submission to the Congress, legislation which would adjust the inter- 
est rate to reflect the cost of money to the Treasury and also to broaden 
the sources of capital for the borrowers. This would replace on future 
loans the fixed rate of 2 percent established 15 years ago when finan- 
cial conditions and the state of progress of the REA programs were 
quite different from what they are today. There would be no change 
in the interest rate on loans totaling nearly $4 billion which have been 
approved. 

The REA systems have progressed to the extent that they are now 
able to start using some private loan funds along with Federal funds. 
This proposal is in keeping with the traditional pattern of the Fed- 
eral Government in encouraging businesses to go forward with less 
dependence on Government resources after they have become well es- 
tablished. The transition from complete Federal financing to private 
financing can be made in an orderly and gradual manner. We believe 
this can be accomplished in a way that will not work a hardship on 
any rural system or its consumers. 

Recently the President again stated the administration policy when 
he expressed the sincere desire to see the REA-financed systems be- 
come even stronger and more self-sufficient. 

REA and REA systems have changed a great deal since 1944, when 
the present financing pattern was established. Rural industrial and 
non-farm-residential consumers now account for more than half of 
the total powerload on these systems and their proportion of total 
sales is expected to increase. The nonfarm loads in the future will 
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account for a large part of the loan requirements for increased 
capacity. 

About 75 percent of the more than 100,000 new consumers being 
added annually are nonfarm consumers. These nonfarm consumers 
are just as eligible under the act as farm families. The large per- 
centage of increase in nonfarm consumers and the heavy investment 
in plant and facilities to serve their needs is the result of rapid growth 
saa development that is occurring in many rural areas throughout 
the country. 

The service areas of many of these rural electric systems have 
changed from a farming area with only small communities to an 
extensively developed No rapidly growing area. During this period 
of about 25 years the basic loan authority in the Rural Electrification 
Act has remained substantially the same. The act authorizes the ad- 
vancement of loan funds to serve any rural consumer who is not 
receiving central station service. 

In addition to providing for the increased power requirements of 
existing consumers, REA loans commonly provide funds to extend 
service to new housing subdivisions, or new industrial plants of var- 
ious sizes, to recreational and resort facilities, or street lights for small 
communities. Occasionally the purpose of the loan will be to extend 
lines to a new oil and gas field or to a large mining, lumber, or other 
industrial plant in a remote area. 

Sometimes these profitable payloads make it possible for the first 
time to extend service to isolated farm and ranch families. Generally, 
this expansion in profitable nonfarm loads is contributing substan- 
tially to the growth in system net worth. 

These rural systems have made tremendous growth since the REA 
program was started 25 years ago. These systems have a very favor- 
able outlook for continued growth and development. We think it 
would be in their best interest to start making long-range plans to 
adequately meet their future requirements. We stand ready to join 
with representatives of these systems in developing such long-range 
plans—carefully tailored to their particular needs. 

We repeat what we stated here last year. Estimates of capital funds 
needed to meet the growing demands for electric power in rural areas 
indicate that dollar requirements during the next generation will ex- 
ceed the $3.8 billion already loaned b the Federal Government 
through REA during its first 24 years of operation. The magnitude 
of these capital requirements and the urgency of other demands upon 
the Federal Treasury emphasize the need to find an adequate source 
of funds other than primary dependence on the Federal Treasury. 
We shall continue to explore and to study all possibilities and recom- 
mend those to the Congress which we consider feasible and consistent 
with the objectives of the Rural Electrification Act. 

We would be derelict in our duty to the public as well as to these 
fine rural electrification and telephone enterprises, if we not con- 
tinuously bend our thoughts and our energies to this end. 

Returning to the specific proposals under consideration by your 
committee, I shall close by reiterating our firm conviction that the 
basic considerations under the reorganization plans of 1939 and 1953, 
insofar as they relate to REA, are applicable today as they were at the 
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times of their adoption. Enactment of the pending proposals would 
do violence to the intent and objectives of both these plans. 

Mr. Chairman and members of the committee, 1 would be glad to 
respond to questions. Mr. Hamil has a short statement if you would 
care to defer questions until after he has given his. 

Chairman Dawson. We will wait until he has made his statement. 

Mr. Hamit. Mr. Chairman and committee members, I am pleased 
to be here at your invitation to present my views on the pending leg- 
islation. I appeared before this committee last June, presented a 
prepared statement on a proposal very similar to the pending bills, 
and talked with you at length. My answers were frank and they 
were my own. If I were asked the same questions today, my answers 
would be the same. 

I am ready to answer for any aspect of the administration of the 
REA programs. I have administered them without interference from 
any quarter. I exercise full responsibility. 

I offer at this point in the record some program statistics very 
similar to those I submitted last year. These have been brought up 
to date. If you have any questions relating to them, I am at your 
service. 

(The statistics referred to are as follows:) 


TABLE 1.—Purpose of electric loans 


Distribu- 
tion (ex- System 
Calendar year cludes improve- | Total dis- | Genera- | Transmis-| Consumer] Gross loans 
_ System ments tribution tion sion facilities made 
improve- 
ments) 


(1) () $119, 003, 843} $3, 124, 295/$20, 773, 461| $1, $144, 649, 861 
$90, 180, 885) $38, 438, 890} 128, 619, 775} 25, 345, 792) 14, 656, 363 171, 484, 930 
91, 379, 969) 36, 564,841) 127, 944, 810) 23, 504, 850) 24, 066, 340 580, 180, 096, 000 
80, 854, 344) 58, 742,537) 139, 596, 881) 43, 528, 608) 32,631,925) 4, 765, 220, 522, 414 
88, 516, 577) 82,874, 804) 171,391,381) 70,718, 143) 49, 796, 245 , 000} 296, 475, 769 
66, 251, 817) 51,063, 106) 117,314,923) 51, 526, 726) 40, 780, 351) 213, 802, 000 


Total, 1953-58- - (1) () 803, 871, 613) 217, 748, 414/182, 704, 685) 22, 706, 262/1, 227, 030, 974 


Total, 1935-58 2__ (1) () 2, 938, 385, 204/435, 489, _ 053, 188} 39, 692, 933|3, 846, 620, 615 


























1 Not separately reported. 
3 Net cumulative. 


TABLE 2.—Loans for generation and transmission 


Number Amount of | Number of | Amount of | G. and T. as 
Calendar year generation generation | transmission | transmission | percent of 


$3, 124, 295 $20, 773, 461 
25, 345, 792 14, 656, 363 
23, 504, 850 24, 066, 340 
43, 528, 608 32, 631, 925 
70, 718, 143 49, 796, 245 
51, 526, 726 40, 780, 351 


217, 748, 414 465 | 182,704,685 


BSERRS 
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TABLE 3.—Funds advanced to electric borrowers 
Calendar year : Funds advanced 
$202, 354, 558 
164, 216, 078 
1955 153, 322, 400 
161, 425, 783 
212, 903, 424 
208, 341, 562 


1953_... 

eee 1954. ... 
Total, 1953-58. 1, 097, 563, 805 = 
SOGanie 
1957... 
1958 (es 


Total, 1935-58 (net cumulative) 3, 254, 776, 704 


TABLE 4.—Financial condition of electric borrowers improves 


Net worth up | Net margins up 


Calendar year | 
Total net As a percent | Annual net | Asa percent 
worth (as of | of assets (as margins of operating 
Jan. 1) of Jan. 1) revenues 


$161, 341, 922 fk $30, 828, 814 
193, 103, 222 ; 43, 965, 783 
235, 668, 151 .6 | 58,836, 250 3. 1958 (es 
293, 424, 923 .2| 69,389, 622 ; : 
365, 672, 752 3.4 68, 900, 391 3.5 aie 
436, 921, 946 : 173, 400, 000 3 
512, 000, 000 5 


1 Estimated. 


TABLE 5.—Payments by electric borrowers to Government increase 
Calen 








| 
Increase in | Number of | Amount of 
Interest Principal payments Total pay- delinquent payments 
ahead of ments borrowers in arrears 


Calendar year 


| 

| 

| 

| schedule | (as of Jan. 1) | (as of Jan. 1) 
-|— ss z 


$22, 945,825 | $42,742,293 | $10,025,059 | $75, 713, 177 
29, 114, 872 52, 591, 566 16, 151, 436 97, 857, 874 
34, 695, 030 63, 702, 170 12, 584, 488 | 110, 981, 688 
38, 460, 250 71, 255, 819 11, 409, 325 | 121, 133, 394 
40, 772, 282 74, 259, 131 14, 842,106 | 129, 873, 519 
43, 628, 506 79, 633, 730 21, 489,249 | 144, 751, 485 


$718, 399 
355, 592 
307, 340 
417, 183 
233, 873 
123, 207 


137, 553 


ee be 


AAwWowan 


Cumulative as of Dec. 31, 1958: 
Total interest due and paid $350, 163, 823. 80 
Total principal due and paid 586, 441, 630. 29 
Total advanced. payments 138, 972, 625. 49 
Total principal overdue more than 30 days 104, 217. 04 
33, 335. 79 Calen 


TABLE 6.—Numober of electric consumers and miles of line continue to grow 





As of Jan. 1 Consumers | Miles of line 
served energized 


1, 244, 645 

1, 297, 264 

1, 332, 937 

1, 361, 605 

Ras adious 4, 361, 896 1, 382, 737 
1958 _ _ - Sable msonn 4, 466, 444 1; 405, 327 
1959 (estimated) - -_- “ 4,590, 000 1, 426, 000 
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Average consumption of power per consumer climbs 


[Kilowatt-hours] 








Calendar year 


Annual 
usage 


Monthly 
usage 


3, 000 | 


3, 360 | 
3, 672 
4, 020 





TABLE 7.—Sales of power by borrowers climb 





Calendar year 


10, 127, 863, 000 
11, 804, 174, 000 
| 13, 829, 131,000 | 
15, 738, 772, 000 
18, 197, 414, 000 | 
| 19, 676, 628, 000 
| 21, 705, 000, 000 | 


TABLE 8 
Retail price of power down 


Price per 
kilowatt-hour (all 
consumers ) (cents) 
. 98 
1953 92 
. 80 1958 (estimated) 
2.41 


Calendar year: Calendar year—Con. 


Wholesale cost of power down 


Cost per 
kilowatt-hour (all 
Fiscal year: borrowers ) (cents) 
1952 ; 
1953 78 
. 76 1958 
1955 . 74 


Fiscal year—Con. 


TABLE 9 


Telephone loans made 


Gross loans 
$50, 112, 000 
66, 346, 000 
66, 808, 000 
82, 181, 000 
76, 455, 000 


Calendar year: Calendar year—Con. 
195: 
Total, 1953-58 
(gross) 
Total, 1949-58 


Funds advanced to telephone 
borrowers’ increase 


Calendar year: 


Funds advanced | Calendar year—Con. 
$25, 995, 638 
35, 402, 438 
46, 025, 668 
63, 011, 184 
78, 374, 801 


Total, 1953-58 
Total, 1949-58 


| Kilowatt-hours Revenues 


| 


$321, 407, 348 
362, 977, 101 
408, 144, 564 
449, 625, 847 
491, 184, 729 
523, 783, 014 
563, 100, 000 

| 


Price per 
kilowatt-hour (all 


consumers) (cents) 


) m= 


vv 


Cost per 
kilowatt-hour (all 


borrowers) (cents) 


72 
71 
- 70 


Gross loans 
102, 927, 000 


444, 829, 000 


526, 540, 415 


Funds advanced 


88, 888, 216 


337, 697, 945 


_-. 355, 420, 530 
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TABLE 10.—Payments by telephone borrowers to Government increase 


Increase in Number of | Amount of 
payments | Total pay- | delinquent | payments 
Calendar year Interest Principal | ahead of ments borrowers | in arrears 
schedule (as of (as of 
Jan. 1) Jan. 1) 


1 $1, 873 
31 174, 41¢ 
33 436, 006 
23 497, 697 
25 534, 719 

388, 186 


17 
16 373, 403 


Cumulative as of Dec. 31, 1958: 
Total principal due and paid $9, 225, 970. 06 
Total interest due and paid 7, 130, 521.3 
Total advance payments 1, 096, 624. 04 
Total principal overdue more than 30 days 347, 639. 52 
Total interest overdue more than 30 days 25, 763. 11 


TABLE 11.—More rural people getting better telephone service each year 


Subscribers provided for 
by loans Route miles 
Calendar year of line 


provided 
Tnitial Improved by loans 
service 


20, 532 
38, 569 
32, 903 
35, 173 
29, 573 
1 Z 7, 37, 393 
Total 1953-58 (gross) -__- ine % 500, 07: 194, 143 
Total 1949-58 (net) ad 257, 392 


Telephone construction, by years 


Number of | Number of 
Calendar year exchanges miles of 
— to line built 


112 15. 196 
121 16, 996 
275 20, 442 
301 28, 613 
380 41, 454 
435 37, 140 


Mr. Hamu. I have a few brief observations on these matters which 
are before you. 

Secretary Benson has made no change in the organization, authori- 
ties, functions or policies of REA. 

The informal procedure whereby proposed supplemental loans in 
excess of one-half million dollars—now $1 million—and proposed 
loans to new borrowers are discussed with Mr. Kenneth L. Scott, Direc- 
tor of Agricultural Credit Services, has not resulted in the rejection 
of a single loan or in any appreciable delay. 

In not a single instance has Secretary Benson or Director Scott 
interfered in the discharge of my responsibilities as Administrator 
of REA. I make the loans. 





MODIFYING REORGANIZATIONS PLANS 35 


For your information, Mr. Chairman, in my absence from the office 
my very able Deputy, Ralph J. Foreman, who is in the room here, is 
in charge of REA. On those occasions, he makes the loans. If he 
and I are both absent, we have three Assistant Administrators who 
act in that capacity, Roy G. Zook, Robert T. Beall, and Norman 
McFarlin. 

I also have in the room Mr, Charles Samenow, whose title in REA 
is legislative consultant, and who on many occasions has acted as 
Administrator and made loans. 

While I have been Administrator, not one loan application which 
met the requirements of the Rural Electrification Act has been re- 
jected. Not one of my loan decisions has been motivated or colored 
by political considerations. 

It is my own considered opinion that REA has prospered in its 
20 years in the Department of Agriculture. It is doing well now. 
The counsel and experience of Secretary Benson and Director Scott 
have helped me in discharging my duties. I see no need or reason 
for change. I support fully the position of the Department. 

I shall be glad to answer any questions. 

Chairman Dawson. Mr. Fascell. 

Mr. Fascett. On page 4, Mr. Scott, you make the statement that 
the Administrator’s authority for final approval of loans was and is 
not curtailed. Then you follow that up, however, by saying that 
you have an informal arrangement whereby loans in excess of $1 
million are reviewed by you. 

Mr. Scorr. That is correct. 

Mr. Fascetu. Isn’t that a modification of the Administrator’s 
authority ? 

Mr. Scorr. He received the delegation of authority from the Secre- 
tary when he was appointed to run the Rural Electrification Adminis- 
tration under the act, and to take action on loans. That was not inter- 
fered with in any way. I have no authority to approve or deny loans. 
That authority has always been and is now in the Administrator. 
I review some of them. As to any application where I have any 
points that I think might well be brought to the attention of the 
Administrator, I do that. Never in any sense have I indicated that 
he should turn it down or approve it. 

Mr. Fascetu. If this informal arrangement is not a modification of 
the authority of the Administrator, what is its purpose? 

Mr. Scorr. Well, it is largely to keep the Secretary’s office informed, 
and me particularly, so that I can bring to the attention of the Secre- 
tary any points about the program of any nature that I think would 
be in keeping with his responsibilities. 

Mr. Fasceti. If the Administrator had a direct delegation of au- 
thority under the Reorganization Act from the Secretary of Agricul- 
ture, why wouldn’t he be automatically informed as to everything that 
is going on in this Department ? 

Mr. Scorr. You mean the Secretary be automatically informed ? 

Mr. Fascett. Yes. Isn’t the REA Administrator a part of the De- 
partment of Agriculture ? 

Mr. Scorr. Oh, yes, indeed. 

Mr. Fasceuti. Then why would you have to have an informal proce- 
dure to keep the Secretary advised? He is under the direct supervi- 
sion of the Secretary of Agriculture, is he not? 
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Mr. Scorr. That is right. 

Mr. Fascett. Then this informal arrangement. is evidentally to ac- 
complish something else. 

Mr. Scorr. No; it is not. 

Mr. Fascett. Then I still don’t understand the reason for the in- 
formal arrangement. 

Mr. Scorr. The pattern of operation in the Department of Agri- 
culture is to have the several bureaus or agencies under the supervision 
and direction of a staff member, the under secretary and the assistant 
secretaries, and myself, and the administrative assistant, Mr. Roberts. 

Mr. Fasceiu. Now, sir, you are Director of Agricultural Credit 
Services ? 

Mr. Scorr. That is right. 

Mr. Fasceii. Under ordinary operation in the chain of command 
wouldn’t Mr. Hamil’s department be under your supervision and 
direction ? 

Mr. Scorr. That is right. 

Mr. Fascety. Then if that is true, why the necessity of expressing 
specifically an informal arrangement dealing with a particular amount 
of loans? You have jurisdiction over everything he does, don’t you? 

Mr. Scorr. That is correct, but in any lending operation the way 
to keep in touch with the loan requirements out in the country, and 
the specific needs in the REA systems, to find out what their require- 
ments are, what their progress is, and their estimates of future growth, 
and so on, you get that best from review of the loan dockets. 

Mr. Fascetu. I will agree with you, Mr. Scott, but couldn’t you do 
that before you had this informal loan arrangement ? 

Mr. Scorr. Yes. 

Mr. Fascetn. All right, then, what are you doing now under the 
informal arrangement that you weren’t doing before the informal 
arrangement ? 

Mr. Scorr. Well, it is an opportunity in an orderly way to look at 
the loan folders. I didn’t look at very many loan folders before. It 
was an arrangement to have these larger loans come across my desk, 
to keep me informed as to what the situation is. 

Mr. Fascexx. In other words, what you are telling me, as I under- 
stand it, is the practice in the Department was, prior to the time that 
this informal arrangement was set up, that nobody reviewed Mr. 
Hamils’ activities. For all intents and purposes, he was an inde- 
pendent operation, even though he was under the direction, super- 
vision, and in the chain of command which flowed through you to 
the Secretary, so that there would be no misunderstanding out a 
definite review practice being established, you set up this informal 
review basis, even though you had the sithority prior to that time 
to do the same thing ? 

Mr. Scorr. That is right, Mr. Hamil and his predecessor, Mr. 
Nelson, and I frequently talked about matters, but this was thought 
to be a more orderly way and a very simple way for me to keep in 
touch with the problems and progress of the system out through the 
country. 

Mr. Fascexu. I am still at a loss and I can’t understand why it is 
necessary to have a particular administrative procedure identified 
as such when you had the authority to do the same thing all along. 
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This gives rise to speculation, at least, if not actual fact, that some- 
thing is now being done that wasn’t done before, and in order to do 
that you had to specify it even though it is informally. 

I dont’ see how you can escape that, and this is, by the way, an oral 
proposition, there is no written regulation or directive? 

Mr. Scorr. That is correct. 

Mr. Fasceiu. So we have the same situation today as we did the 
last time we discussed this matter. Do I understand, Mr. Scott, that 
under the present procedure of this informal arrangement that Mr. 
Hamil has a completed docket prior to the time he comes to you, if 
it is in excess of $1 million ? 

Mr. Scorr. Yes. 

Mr. Fascerxt. And when the matter is brought to you, has he 
decided what action should be taken before it comes to you? 

Mr. Scorr. Well, I don’t attempt to find out whether he has or has 
not. As a matter of fact, I am quite sure that sometimes I see the 
loan before he does. These dockets represent the judgment of his 
staff people, including the men that work there in the General Counsel’s 
office. 

Mr. Fascett. Maybe I better direct my questions to Mr. Hamil; 
would you inform me what the procedure is now. If a docket is 
presented, and I assume that it is a file folder, it starts out with the 
basic application and then goes with their—with staff studies, and 
what not, stuck on top of it ? 

Mr. Hanmi. Yes. 

Mr. Fasceti. And finally somebody gets around to putting a final 
sheet of paper on top of it which says yes or no, Mr. Hamil; is that 
what you do? 

Mr. Hamu. I sign all loan dockets. That makes it a legal instru- 
ment, and in my absence, as I told you a minute ago, I delegate the 
authority. Let me put it this way: No loan has ever gone to Mr. 
Scott’s desk that I didn’t intend to make. I have made every one of 
them that went to Mr. Scott’s desk. 

Mr. Fasceti. That doesn’t answer my question. 

Mr. Hamit. Well, what do you want, Mr. Fascell ? 

Mr. Fascetu. I can appreciate what you are telling me. I have no 
quarrel with that. All I am trying to find out now is whether or not 
you actually, in writing, take final action on a loan prior to the time 
it is submitted for review. 

Mr. Hani. I have in many cases, I can any time I want to. 

Mr. Fascetz. All right. 

Mr. Hami. I am the Administrator, Mr. Congressman, and I can 
sign those dockets any time I want to. 

Mr. Fasceti. When you say sign a docket, just what does that mean ; 
tell me. 

Mr. Hamm. That makes it a legal document obligating the United 
States of America. 

Mr. Fascett. In other words, it is the final paper which indicates 
that the applicant is entitled to the money ? 

Mr. Hamm. Yes, it is a commitment, Congressman. There may be 
a stop order provision saying that the borrower must meet certain 
qualifications bedes we will release the funds. 

Mr. Fascetu. I see. But for all intents and purposes it is the final 
commitment ? 





38 MODIFYING REORGANIZATIONS PLANS 


Mr. Hamu. Yes. : 

Mr. Fascetx. Now, all I am trying to establish is the procedure, Do 
I understand that the final commitment in all cases involving $1 million 
is or is not signed by you prior to submission for review under this 
informal arrangement you have? 

Mr. Hamiv. Basically, they have not been signed before I send them 
over. 

Mr. Fascett, All right, then, any loans for $1 million are submitted 
to you and then they are signed by you? 

Mr. Hamu. Yes. 

Mr. Fascetx. That is the procedure? 

Mr. Hamu. Yes. as Mr. Scott has told you, Mr. Congressman, it has 
been an informal procedure for discussion purposes. This is no small 
amount we are dealing with. 

Mr. Fascetu. I didn’t say it was. I don’t mean to be derogatory at 
all. Now, isn’t it a fact, Mr. Hamil, prior to 1957, when the first in- 
formal arrangement was made, that the final commitment was signed 
by you without prior review ? 

Mr. Hamu. I discussed many loans with Mr. Scott prior to that. 

Mr. Fascetu. I am sure you did, and with other people, but the basic 
difference between your operation prior to 1957 and today is that in 
those loans under which this informal arrangement applied, you do not 
actually sign the final commitment until after the review has been 
made? 

Mr. Hamit. That is basically right. 

Mr. Fascetz. Thank you. That is all. 

Mr. Brown. May I follow up on that. Prior to 1957, as you men- 
tioned a moment ago, if you had a question about a loan which you 
wanted to discuss with the Assistant Secretary in charge of these lend- 
ing agencies, you didn’t sign them until you discussed them, did you? 

Mr. Hamu. Why, no I didn’t. 

Mr. Brown. In other words, why would you discuss something you 
had already approved? The only difference now is that somebody 
someplace up the line suggested that on loans over the first $500,000, 
now over $1 million, that Mr. Scott take a look at them so he would 
know; is that correct? 

Mr. Hamit. That is correct. 

Mr. Brown. Now, I have been head of a corporation for a good 
while, and run a few newspapers. I have arrangements whereby 
publishers have complete power and control over each paper they 
‘oa but, also because I do have a responsibility to the stock- 

olders, to the investors, as I think you have a responsibility, and 


perhaps the Secretary of Agriculture, to the stockholders in this 
country, I have an arrangement whereby if there is going to be over 
a certain amount of money paid out on some project to spend more, 
on that newspaper, I want to know about it first. I want to know 
how it is going to affect our corporation, and all of that, and I do 
look at it first. The only difference in your operation is you si 

it regardless of what authority they may have, while I have the 


authority to say “no, boys, you can't spend that money.” So you 
don’t have quite as tight an organization in Agriculture as the average 
businessman has, do you ? 

Mr. Hamu. No, that is true. 
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Mr. Brown. Not as much control. In other words, the people, 
who by law have been given this responsibility to oversee, actually 
don’t exert a veto power on your loans, but instead, they act in an 
advisory capacity, and up to this time they have never requested or 
suggested that you reject a loan or they have never rejected a loan; 
is that right ? 

Mr. Hamu. There has been discussion, Congressman, about loans. 

Mr. Brown. Oh, yes, as to whether or not it is feasible. 

Mr. Hamit. The point I want to make emphatically is: every loan 
that has been discussed with Mr. Scott has been made, and made 
in the amount in which it came to my desk. 

Mr. Brown. And in the final analysis, it has always been your 
decision ? 

Mr. Hamin. Yes. Now, I want to say for the record there has been 
a time or two when Mr. Scott and I have differed on a major policy 
in regard to a loan, but I have carried out the decision as made by 
meas Administrator. Mr. Scott is here to vouch for that. 

Mr. Brown. By you? 

Mr. Hamu. Yes. 

Mr. Scorr. That is correct. 

Mr. Brown. That seems pretty clear. 

Chairman Dawson. Have you ever turned down any loans? 

, Mr. Hamu. I have never turned down a loan that has come to my 
desk. 

Chairman Dawson. That isn’t the question. Have you ever turned 
down any loans over $1 million ? 

Mr. Hamit. Congressman, there is a great deal of difference between 
a loan and an application. 

Chairman Dawson. Well, we will say an application. 

Mr. Hamu. I have been presented applications, Congressman, that 
do not meet our specifications. In accordance with the REA Act, 
T have never signed a loan that my legal advisers have told me has 
been contrary to law. There have been applications that have come in 
and have been returned to the field and have been resubmitted. 

Chairman Dawson. I still don’t get an answer to my question. 
What is Mr. Scott’s purpose of passing on them before you do? 

Mr. Hamu. The purpose, Mr. Congressman, is for review. 

Chairman Dawson. Why should he review them? You have never 
turned down any. He has never turned down any. 

Mr. Hamu. For general information, Congressman. 

Chairman Dawson. Any questions ? 

Mr. Smitn. Yes, I would like to ask Mr. Hamil this: 

Suppose a loan application came in for a loan in excess of $1 mil- 
lion, and after you looked at it you thought it met all of the require- 
ments, and you sent it over to Mr. Scott, either orally or by note, 
either one, and he said to you, “I don’t think you should make this 
loan unless these people can show that they could not borrow the 
money somewhere else.” Is that possible under the arrangement that 
you now have ? 

Mr. Hamin. Why, yes, it would be possible, and if you want a spe- 
cific case, just to ge the record straight here, I will state one. I think 
we ought to get out into the open when we talk about these things. A 
loan application came to me from the Puerto Rico Water Resources 
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Authority. In my opinion, it came under the act, and in the opinion 
of our legal staff also it came under the act. There was a difference 
of opinion between Mr. Scott and me as to whether we should make 
loan funds available for that purpose. 

I told Mr. Scott that in my opinion it came under the act, Mr. Scott, 
if he had any further objections, withdrew them, and the loan was 
made. 

Mr. Smiru. Now, what if he did not withdraw them? 

Mr. Hamu. Well, if I can’t run REA, I have got a couple of 
ranches to go back to. 

Mr. Smiru. In other words, if he had not withdrawn his objection, 
then you would have made the loan anyway ? 

Mr. Hamiz. Well, I did. 

Mr. Smirn. But you said he withdrew the objection. 

Mr. Hamm. That is a hypothetical case, Mr. Congressman. I am 
not in a position to answer what I might have done. The fact is the 
loan was made. To say what would I have done, I don’t know. I 
can tell you what did happen. 

Mr. Smiru. Well, the point is, is it not, Mr. Hamil, that there is a 
lot to what you say about going back to your ranches, if you didn’t go 
along with the note you got from Mr. Scott, you probably would have 
had to go back to the ranches; isn’t that about the situation ? 

Mr. Hamu. I wouldn’t think so. As a matter of fact, although 
Mr. Scott didn’t agree with me in that case, I am still here. That was 
along time ago. Asa matter of fact, the steamplants in that loan are 
on the line. 

Mr. Smiru. What I am getting around to is this: There was an- 
other program that involved municipalities, including your own 
State, Colorado Springs, borrowing money for the purpose of building 
dams at low interest rates ? 

Mr. Hamin. I have nothing to do with that. 

Mr. Smrru. I will ask Mr. Scott that. 

As I understand it, under that program, Mr. Scott instituted some 
kind of policy which said they cannot borrow the money even though 
this was not in the law, they cannot borrow the money unless or until 
they show they cannot borrow the money somewhere else. Now, isn’t 
that right, Mr. Scott ? 

Mr. Scorr. That is right. There is no provision in the act as to 
whether there is to be any consideration of their ability to get funds 
elsewhere. We do have that policy, and that is the Watershed Act. 

Mr. Brown. Well, that is not the REA. 

Mr. Scorr. No. 

Mr. Smiru. What I am getting down to is this: If you instituted 
that policy in that case, what is to keep you from instituting it in 
the case of REA? In other words, if that is your philosophy on 
those loans, that they should not be made if there is any possibility of 
getting a loan elsewhere, you could, under the procedure that vou set 
up, institute that kind of policy here, could you not ? 

Mr. Scorr. I don’t think that the case is analogous at all. The 
Department was represented on this bill, the Watershed Act, by As- 
sistant Secretary Peterson who testified for the Department that he 
was in favor of this loan program being used when it was necessary 
te accomplish the purpose of the act, and that is the regulation we 

ave. 
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Mr. Smiru. But the Congress did not adopt his view, did they ? 
Mr. Scorr. The Congress didn’t say yes or no. The act is silent 
on that, but there is the testimony of the Department’s view and the 
Administration’s view on that particular part of the bill. Now, we 
have regulations that are intended in this instance to primarily in- 
quire into the ability of large cities to finance the projects without 
this Government loan. We have testified that we have no intention 
of doing any more than making casual inquiry about the smaller com- 
munities that would have difficulty i in arranging financing elsewhere. 
The case you mentioned, Colorado Springs, w vent right ‘ahead. All 
oe was done, as I understand it, was to raise the question with them: 
Can you get the money somew here else ? They said they could, and 


they went ahead and got it, and the purpose of the act was carried 
out. 


Mr. Smiru. At a higher interest rate. 

Mr. Scorr. Well, I. suppose so, but the water facilities are out 
there. 

Mr. SMITH. My point is this, if I could get down to a specific 
answer: If you wanted to, under the procedure you are using now, 
you could institute that same philosophy that was expressed there i in 
the REA, couldn’t you? 

Mr. Scorr. We certainly would never think of doing that without 
taking it up with the Congress. It would be a major change of pro- 
cedure. We are proposing to get some private money into the pro- 
gram. We think there ought to be some, but we are coming to the 
Congress on that. We are presenting bills. 

Mr. Smiru. You would not do on that what you did on the other? 

Mr. Scorr. The difference on this water bill is we testified as to 
the Department and Administration position on that bill, that it was 
to be administered that way. 

Mr. Smirn. But the Congress didn’t accept that position 

Mr. Scorr. They didn’ tsay “Don’t do it.” 

Mr. Smiru. Then if the Congress doesn’t say, in the case of REA, 
“Don’t you institute that kind of policy,” you think it is open for it to 
institute that kind of policy ? 

Mr. Scorr. No; clearly there would have to be some new legisla- 
tion for REA to «ro out to private sources to get funds to supplement 
the Federal funds. 

Mr. Smirn. There has been some discussion here about why are 
We so apprensensive about this, and why is REA so apprehensive, 
and I think we get down to the fundamental reason tea it is be- 

cause they are afraid that you will do the same thing here that you 
have done in other cases. There has been that discussion. 

Now, another thing: On page 6 of your statement here you men- 
tion at considerable length the fact that some of these loans or some 
of this current will be going to nonfarm uses; in other words, new 
industrial plants and new housing divisions, and street lighting in 
small communities, and so forth, and I wonder what is the significance 
of that? Are you opposed to it being used for that purpose? 

Mr. Scorr. I say these nonfarm consumers are just as eligible 
under the act as farm families. We have been accused of trying to 
destroy this system, and there is not a word of truth to it. I am 
pointing out here that the basis of our thinking that they should and 
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are able to start using some private loan funds is the great change 

that has taken place, the strength that is out there in many of these 
stems. 

yer. SmirH. You are not opposed to REA loans being made for 

this purpose? 

Mr. Scorr. Not at all. As a matter of fact, I think it would be 
very much in the interest of these rural communities to have even 
more competition. But I certainly think it ought to be on the basis 
of their standing on their own feet to the extent that they can. We 
have no thought of doing anything that is in any way going to be 
harmful tothem. It will be an orderly arrangement. 

Mr. Smiru. In other words, is it Pair to say that the purpose of 
these statements is an argument in favor of higher interest rates; is 
that what you are trying to say ? 

Mr. Scorr. It is merely to show that they have grown very greatly. 
They have a lot of financial strength and they are serving a lot of 
folks besides just farm people. 

Mr. Soiru. That is all I have, Mr. Chairman. 

Chairman Dawson. Mr. Barry. . 

Mr. Barry. I would like to take this opportuinty to commend the 
wisdom behind the executive department’s informal arrangement that 
exists, because it seems to me you are bringing to the REA Adminis- 
trator here the availability of some of the executives charged by the 
Congress and by the Constitution with carrying out the broad policies 
of our farm program, and when you have this type of informal un- 
derstanding between great executives of our Nation, I think it 
augurs well for the people of the Nation to be able to lean on other 
men in related fields, and especially to those such as Mr. Scott, who 
is not only identified particularly with agriculture, but more specifi- 
cally with that of financing, and I am certain that if many of you 
have been in the business of credit risks, that we all in the business 
have learned from each other, and the best way to prevent making 
a serious mistake is to seek adequate counsel, and I think it augurs 
well, and I would just like to ask Mr. Scott and Mr. Hamil one ques- 
tion: 

Do you think the present plan adequately protects the people of 
this Nation insofar as the money that is loaned out and is returned 
to the Government of the United States? 

Mr. Scorr. I think it does, Mr. Barry. These loans are worked up 
over a period of months by staff of the REA that is very competent. 
They are highly specialized in all of the various phases of these rural 
electric systems and rural telephone systems. The loans come up to 
the Administrator’s desk as very carefully developed loan dockets 
with lots of splendid judgment going into them and all needed data 
assembled. Then you get to the things like—here is an example of 
something that the Administrator and I talk about : 

We have had instances of lines running down into an irrigation 
district, pumping system, or an oilfield, where there are depleting 
assets. We talk about whether or not it would be desirable from the 
standpoint of the good of the local system to get their investment back 
in less than 35 years. Things of that kind, that will improve the 
service and make these loans more desirable, and to help build these 
local institutions. 
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Now, that is an illustration of the things that we talk about. As 
to the example we had a while ago, my reason for questioning the 
necessity of this fine institution down in Puerto Rico coming in for 
a loan was the fact that this application was for a generating unit. 
They had, as I recall, financed 21 units previously over a period of 
several years by private financing. It was at a time when rates in the 
money market were up, I think, maybe to 4 percent, or maybe 414 for 
that particular borrowing. Here was 2-percent money. They had 
been financed by REA for their distribution system but this was the 
first time they had come in for a generation loan. 

I was questioning whether they were coming up to us just because 
they needed a loan or for 2 percent money. I was finally convinced 
that it was a necessity for them, or quite desirable, at least, in carry- 
ing out their overall responsibilities. That is an example of our 
getting together on questions that we didn’t first see the same. 

Mr. Barry. Mr. Hamil, you feel that we are getting back every 
dollar that we lend out as well ? 

Mr. Hamit. Our REA loan operation is in the best position it has 
ever been. We have only one delinquency on an electric loan of any 
consequence. I am very hopeful that we can work out a satisfactory 
solution to that. That 1s the record with 986 borrowers in the electric 
program. Every other loan, outside of two refrigeration loans, is 
current. We are doing the best we can to work the delinquent situa- 
tions out, Mr. Chairman. We are trying to make loans that meet the 
area coverage principle of the act and at the same time see that these 
loans are paid back. 

Our record is good. We have received all payments currently due, 
plus $139 million and more paid ahead of schedule. I don’t know of 
a borrower in the United States of America who has presented us with 
an application who has come under the act whose needs have not been 
fully met. 

Mr. Fascetn. Mr. Chairman, may I inquire? 

Mr. Scott, isn’t it true that the REA administrative section works 
up all of the technical details on the criteria of the act and also the 
evaluation of the credit standing? That is their job, isn’t it, on the 
loan applications? 

Mr. Scorr. Yes, they are expected to study every phase of a pro- 
posed loan. 

Mr. Fasce.u. Isn’t it also true that whether or not you have this 
informal arrangement that the Administrator and his section of high- 
skilled and technically competent people could get the benefit of your 
advice and judgment any time they wanted to? 

Mr. Scorr. That is right. 

Mr. Fasceti. Both you and Mr. Hamil have testified that all loans 
under this informal arrangement which have met. the criteria, the 
requirement of that arrangement, have been made, notwithstanding 
that there has been some kind of review procedure, isn’t that true? 

Mr. Scorr. That is right. 

Mr. Fasceti. And that in truth and in fact the Administrator of 
REA has actually made loans as such; and that he has approved or 


disapproved all loans that have come before the REA. It is his final 
decision. 
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Mr. Scorr. Well, every loan that he recommended was made. 
There have been some applications that have been reworked. 

Mr. Fascexz. Right. 

Mr. Scorr. But every loan that he has recommended, and felt that 
he ought to approve, he has approved. 

Mr. Fascext. All right, sir, now what is wrong, then, or what is 
the fear if we take this same procedure which we just discussed, this 
same procedure, and put that in the law? 

Mr. Scorr. Well, it is a matter of the Secretary’s responsibility 
over the program. 

Mr. Fascett. The Secretary is still going to have the same responsi- 
bility. It isn’t going to change a thing about his responsibility. We 
don’t derogate from his responsibility one iota or do we derogate from 
the responsibility that you have nor do we derogate from the responsi- 
bility which Mr. Hamil has. All we are saying is we are putting into 
the law that the REA Administrator has final authority to approve 
a loan. That is all. There seems to be some question as to whether 
or not the authority you say he has is in the law. There are some 
people, therefore, who want to write that authority into the law. 
What is wrong with doing that? 

Mr. Scorr. There is no question in my mind and I am sure there 
is none in Mr. Hamil’s mind either, but what the Secretary of Agri- 
culture now has the authority to take final action on a loan. 

Mr. Fascei. Yes, sir. 

Mr. Scorr. And as long as he has any responsibility over the affairs 
of this agency, it is the view of the Department that he ought to retain 
that authority to take action if he ever decided to do so. 

Mr. Fascetxt. That is obviously an extreme contingency because 
both of you gentlemen have said it hasn’t been necessary in any case 
since you have been in office, or the Secretary has been in office; and 
that you have relied entirely on the judgment of the Administrator. 

If it is good in one case, it ought to be good in the other. I can’t 
see any difference, frankly, and I don’t know what you are trying 
to protect against. 

Mr. Barry. Will the gentleman yield? 

Mr. Fascetx. Certainly. 

Mr. Barry. What if it were the reverse, that the REA had sole 
authority and there was no supervision over his activities? Would 
that not be a greater danger to the dollars of the taxpayers? Here 
we have men who are bankers. The first duty of a banker is to protect 
the funds at his disposal. Here there is surveillance. The way it is 
proposed there would be no surveillance over it. 

Mr. Fascetu. I think the gentleman is not quite correct. The Ad- 
ministrator would be responsible for the proper evaluation of his loans 
and he would be directly responsible. Whatever security or credit he 
would get would be there as far as the Government is concerned. 

Mr. Barry. The security might be there even though it might not 
be sufficient security for the loan. 

Mr. Fasceti. No procedure in the world is going to guard against 
an irresponsible official nor can we legislate morality. 

Mr. Barry. You will not legislate morality, but you put a check 
upon the possibility of gross error. 

Chairman Dawson. You put a check on the checker. 
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Mr. Fasceu. I won’t disagree with the gentleman. All I say is if 
this procedure is adopted, you will have the same check that you had 
before. 

Mr. Barry. It might be that the two men wouldn’t be on. good 
speaking terms at the time, they wouldn’t have any need to talk to 
each other; if every action of this man were guaranteed by law final 
and absolute, there would be no reason why he would have to speak to 
thisman. He could just say, “Mind your own business, I don’t want to 
have anything to do to it.’ 

Mr. Fascetx. He has already said many times and not just today, 
that if there were any doubt about what his decision was to be, he 
would quit, which is a pretty forthright statement. 

Mr. Barry. But that is a very basic difference, sir, than the matter 
here. 

Mr. Fascey. I can’t see any difference. In other words, he is say- 
ing, “Look, I run the REA and I give it my best judgment and dedi- 

cation and if anybody questions ‘that, you can get somebody else.” 
That is what he is really saying. 

Mr. Barry. He is saying “that on a matter of policy with regard 
to a particular loan; he is not saying that with regard to policies of 
loaning in general. 

Mr. Fasceit. The Administrator doesn’t have anything to say about 
policies in general ; that is fixed by law. 

Mr. Barry. The Secretary has. We have talked about it in the 
Mr. Fascety. No, the Secretary doesn’t, either; the policy is fixed by 
law. 

Mr. Barry. Well, I show you here—on the other hand, if this phrase 
means at all what it says— 
decisions as to the policies, procedures, and personnel, which are the vital in- 
dispensable ingredients of the loan process, are to be made solely by the 
Administrator— 
then the effect of the enactment of these proposals would be to remove 
REA substantially in its entirety from the general supervision and 
direction of the Secretary. That would presuppose to me that it now 
exists with the Secretary. 

Mr. Fascett. That is a different bill entirely. One of the bills 
might attempt to do that, but that is not the main provision we are 
discussing which is the question as to whether or not theAdminis- 

rator should have absolute loan authority. Besides under the pres- 
= procedure or under the new procedure as proposed by the bill, 
all the Secretary would ever do is substitute his judgment and dis- 
cretion for that of a man who is charged by law with the responsi- 
bility. You are never going to change that unless you change the 
law. He has the direct ‘responsibility. If Scott doesn’t like it as a 
matter of financial policy, as a matter of political philosophy, all he 
‘an do is substitute his discretion for facts and criteria fixed by law. 
He can apply an outside force to this discretion. 

What Mr. Hamil says is if that ever comes about, he is going to 
quit. 

Mr. Barry. I think most administrators would be in the same 
position. 

Mr. Fasceni. Certainly. I would, too. That is the whole purpose. 
The whole purpose is are you going to make it possible to eliminate 
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the eens of applying these forces of policy judgments, substi- 
tuted discretion, when you have an act, the responsibility for which 
and the discretion over which is fixed by law in an individual? 

Mr. Barry. It seems to me you are saying if the president of a 
company goes before his board of directors—— 

r. Fasceti. I am not saying that at all. 

Mr. Barry. And the board of directors or the chairman doesn’t 
agree with what he wants to do, he resigns. 

Mr. Fascetu. No, sir; that is not an analogous situation at all. 

Mr. Barry. It may not be totally analogous, but it is somewhat 
analogous. At least the present arrangement is they now have the 
advice of a man who is not only engaged in agriculture, but is also 
engaged in other lending programs, in the Denartmenit of Agri- 
culture, so there is a lot he can gain from that. 

Mr. Fascetx. If this proposal were put into effect, or one of them, 
and the Administrator had the sole discretion on the responsibility 
as to loans, he would still be in the chain of command for admini- 
strative purposes, personnel purposes, policy pressures or whatever 
else the Secretary wanted to do. The Administrator would still have 
the advice and counsel of Mr. Scott. He would still be under the 
Secretary of Agriculture. There would be absolutely no change ex- 
cept in one case. You would remove this informal procedure which 
all of us have agreed is really not necessary anyway and vest final 
loan authority in the Administrator. 

Mr. Barry. Wait a minute, you say we all agree it is not necessary. 
I don’t think that is a correct statement. It is clear, there have been 
several witnesses who have testified that it is important, and certainly 
the distinguished colleague from Ohio made it crystal clear with re- 
gard to his own observations in his business why it is advisable and 
certainly my background is totally in business and I have benefited 
something from REA myself in a project which I am engaged in out 
West, but I don’t believe for one instance that the divorcement of the 
two functions is desirable here. I think these two men here working 
together are bound to do a better job than one man working alone. 

Mr. Fascetx. I don’t know that that is always true as a general 
situation, but I would point this out to you only and I think the rec- 
ord is basically clear, that in order to do what these gentlemen are now 
i they don’t have to have any specific informal arrangement to 

o it. 

The REA Administrator is a member of the Department of Agri- 
culture, subject to the jurisdiction of the Secretary, and if the Sec- 
retary wants to review every single application, he can do so. Ques- 
tion: Why was it necessary to specifically detail an informal pro- 
cedure? The answer is also obvious. If you have the power and 
authority to do it, why do you specifically do it? It has been de- 
cided to specifically do it by an informal arrangement. I will turn 
the same proposition around and say: if the facts are such that the 
Administrator is in truth and in fact making all of the loans now, 
what is wrong with just saying so in the law ? 

Mr. Barry. Mr. Fascell, if we shape this thing in accordance with 
the price adjustment boards which have to do with what companies 
they renegotiate throughout the Nation having to do with defense 
business, I believe that the provision there reads that those corpora- 
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tions or companies having less than $1 million worth of business with 
the Government are not subject to renegotiation. 

Mr. Fascetu. Is that a law? 

Mr. Barry. It is a law. The same provision could be stated here 
negatively, that any loans not over a million dollars need not be 
brought to the Secretary and then that would presumably satisfy 
you. It is just because there seems to be some informal directive that 
they are brought into many—— 

Mr. Fascetu. No, sir, I have no quarrel with that at all. I am 
not concerned about the procedure as such. All I am saying is if in 
truth and in fact the Administrator actually makes all of the loans, 
what is wrong with saying that he shall do so in the law, that is all. 

Mr. Barry. Well, I think that is—— 

Mr. Fasceitu. That is the way they operate. Both of them have 
testified that is what they do. If there seems to be some question 
about the Administrator’s authority in the matter, why not just say 
so in the law, that he does have that authority? They are both agreed 
that hedoes. Nobody in the Department said he doesn’t. 

Chairman Dawson. Any other questions? 

Mr. Inprirz. Mr. Scott, in the middle of your statement you de- 
scribed a new arrangement for review procedure and it seems to me 
that the description you made in your statement is inconsistent with 
that made in Mr. Hamil’s statement. As I read your statement, and 
as I heard you say it, you indicated that you review all applications 
for generation and transmission loans over a million dollars, and all 
new telephone applications. Mr. Hamil described it quite differ- 
ently. He said that you are reviewing all proposed supplemental 
loans over a million dollars and all loans to new borrowers. His 
description certainly covers a considerably different field than did your 
description. 

Could you indicate which is correct so that the committee would 
know precisely what the review arrangement covers? 

Mr. Scorr. Well, let me ask Mr. Hamil if my reference isn’t the 
current arrangement. I think maybe Mr. Hamil might have just 
been generalizing there in his testimony. 

Mr. Hamu. That is what I was doing. As a matter of fact, the 
discussion of loans between myself and Mr. Scott, in my opinion as 
the Administrator of this program, is an incidental matter. I don’t 
consider it one of the major facets of the loan program at all. We are 
exchanging information back and forth on these propositions. In my 
opinion it has been beneficial to me as the Administrator and I am 
quite sure that it has given Mr. Scott a great deal of information 
about the rural electrification program that he as an official of the 
Department of Agriculture has found beneficial. 

Mr. Scorr. That is correct, it has been very helpful. 

Mr. Invritz. In order that the committee may know precisely what 
arrangements you do have, could you supply for the record a copy of 
the present directive ? 

r.Scorr. We don’t have any directive. 

Chairman Dawson. It is just oral. 

Mr. Scorr. My statement sets forth the present arrangement. 

Mr. Inprrrz. Thank you. 

Chairman Dawson. Thank you very much, gentlemen. 
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Mr. Henperson: Mr. Chairman, I would like to introduce these 
various and sundry statements into the record. 

Chairman Dawson. .That will be the order. 

(The statements are as follows :) 


STATEMENT OF CLYDE T. ELtis, GENERAL MANAGER, NATIONAL RURAL 
ELEcTRIC COOPERATIVE ASSOCIATION 


Mr. Chairman and members of the Committee, I am general manager of the 
National Rural Electric Cooperative Association. This association is the service 
organization of the rural electric systems which are borrowers of REA. More 
than 90 percent of them are members. They serve about 4 million farms and 
other rural establishments in 45 State. All told, between 12 and 16 million 
people have electric light and power directly because of the service provided by 
these systems. 

In view of the extensive hearings held last summer on the proposed legislation 
before you, I understand you are anxious to keep these hearings as short as 
possible. Therefore I shall touch only some of the high spots and refer to the 
considerable amount of testimony presented last year by about 25 rural electric 
representatives from several States. At that time, nearly 100 other cooperative 
representatives felt strongly enough about this matter to come to Washington 
for the hearings in order to underscore the need for some action such as was 
provided for in the legislation under consideration. Many rural electric leaders 
would be glad to come in to these hearings now and testify if you should think 
that to be necessary. 

My appearance here today is to support H.R. 1321 which was introduced 
at the start of this season by Hon. Melvin Price. As you know, identical bills, 
or nearly so, have also been introduced in this session by Hon. George §&. 
McGovern (H.R. 3029); by Hon. Gracie Pfost (H.R. 3192); and by Hon. 
Leonard G. Wolf (H.R. 4662). 

The membership of our national association has taken a strong stand in support 
of this proposed legislation. The concern goes back many years—back to the 
time in 1953 when Claude Wickard was unceremoniously dumped out of the Ad- 
ministrator’s chair after he had been given every assurance to his face that he 
Was wanted to carry on the REA program as it had been. However, it was mid- 
summer 1957 that concern grew into real fear for the future of the program. 
What confidence our members had had in Secretary Benson evaporated as he 
moved in to usurp the authority of the REA Administrator and take over per- 
sonal control of the agency. This feeling first found expression in our NRECA 
regional.meetings in the fall of 1957. 

Resolutions were passed at all 10 regional meetings which our membership 
held in the fall of 1957, protesting Mr. Benson’s action, and urging congressional 
action to correct the situation. I would appreciate an opportunity to have these 
resolutions inserted in the record at this point. 

This was not all; our members had more to say. At our national meeting held 
at Dallas on February 3-6, 1958, the membership unanimously passed a resolution 
which expressed fear that the REA would not continue to function with its old- 
time efficiency and effectiveness under the domination of the Secretary of Agri- 
culture—domination that had never been authorized by Congress. I would like 
to ask the privilege of entering in the record that resolution, at this point. 

Last fall, once again, at our regional meetings the membership of our associa- 
tion went on record in support of the legislation now before this subcommittee. 
I would like to make these resolutions a part of the record. 

That is what has gone before; now for the present. 

Within the last month, over 7,000 representatives of the rural electric systems 
gathered at the National Guard Armory here in Washington for the largest 
national annual meeting that we have ever held. At their business meeting on 
Lincoln’s Birthday, just after an address by Speaker Rayburn, and 1 day after 
President Eisenhower spoke, the voting delegates unanimously passed another 
resolution urging the Congress to pass this specific legislation. I have a copy of 
this resolution and I would like to have it inserted in the record. 

In addition to these actions which, as you note, have been taken repeatedly by 
the members of our association, many State groups have likewise gone on record 
strongly opposing what the Secretary has done to REA. They are urgently asking 
Congress to take remedial action, as quickly as you can. I have copies of some 
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of these resolutions and I would like to ask that these, too, be made a part of 
this record. 
OTHERS ARE CONCERNED 


Now let us turn to others who are concerned about the future of the REA pro- 
gram and who have been in a position to observe the program’s progress, problems, 
and prospects. I wish to refer only to a few examples. 

A number of Members of Congress in both the House and the Senate have 
studied the situation which the legislation you have before you is intended to 
correct. I believe it is significant that a great many of them have spoken out 
in support of the legislation. 

Three weeks ago yesterday morning, Speaker Rayburn told the delegates at 
our annual meeting, and I quote: “We in the Congress * * * intend, if fighting 
will do the job, if using reason and good common sense will do the job, to keep 
rural electrification on the track it has been running on for nearly 25 years. 

“We do not believe that this should be administered by any Cabinet officer; 
but we believe it should be administered by an administrator appointed for the 
purpose for which he should be, and one whose vital interest is in this program. 

“And we are going to, in my opinion, pass a law at an early date that will do 
that very thing.” 

That is what Speaker Rayburn said 3 weeks ago about the legislation you 
are now considering before this committee. 

Let us turn to another eminent figure in the Congress: Senator Lyndon B. 
Johnson, the majority leader in the Senate, who stated there, and I quote: 

“They want to do three things,” the Senator told the rural electric represent- 
atives. “Raise the interest rates, send you down the chute to the Wall Street 
bankers, and be sure that Secretary of Agriculture Benson is leaning over the 
Administrator’s shoulder to see that the co-ops dont’ get a fair shake of the 
dice. They are not going to do any of these three things. 

“We are not going to raise the interest rates. We are not going to require 
you to go to Wall Street for your money. And we are going to pass Hubert 
Humphrey’s bill that gives the REA Administrator the power Congress in- 
tended him to have, and that he ought to have.” 

That was Senator Johnson’s statement. As you know, the Humphrey bill 
and the Price bill are identical. 

The two gentlemen I have quoted are, of course, Democrats. However, many 
Republicans, too, have spoken out against Benson’s actions with regard to RHA. 
This is not a partisan issue; it is an REA issue. 

Let me quote from Senator Young of North Dakota, who spoke on the subject 
of rural electrification in Des Moines a few months ago: 

“One of the major reasons why the Rural Electrification Administration has 
been so successful in meeting farmers’ needs is because it has always enjoyed 
considerable freedom of action in making loans, and otherwise. There is no 
justification for limiting the power and jurisdiction of the administration of 
REA. I don’t know abuses that would warrant such action.” 

What these congressional leaders who are long-time friends of REA have to 
say can be amplified by many other statements. They are all concerned about 
what has happened to REA as a result of Secretary Benson’s action. Then add 
to this the resolutions that I cited earlier, because they represent the judgment 
of rural electric managers, directors, and members from every part of the coun- 
try, and you have a strong and widespread expression. You are hearing the 
voices of leaders in Government and of thousands upon thousands of farmers 
and rural people who are in the program. They are all deeply concerned or they 
would not have taken the action they did or made the statements that they have. 

Rural electrification needs an aggressive and sympathetic REA. This is vir- 
tually as important today as two decades ago. 

In the first place the program is confronted by the challenge of an ever-growing 
demand for power from the farmers and rural people who are the consumers. 
The use of power is doubling every 5 to 7 years. This is tremendous—even for 
the fast-growing electric industry. 

Keeping up with such a demand puts a heavy load on the rural electric sys- 
tems, as it would any business. But the load is particularly heavy due to the 
many unique handicaps the program has imposed upon these systems. I will 
list them briefly to illustrate the point and to show why it is important to have 
the kind of REA we have had. 
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(1) The act prohibits us from using REA loans to serve any of the most 
profitable part of the power industry market; i. e., we are prohibited from 
going into the thickly settled villages and towns of over 1,500 population. 

(2) The act prohibits us from serving what is usually the best of the rural 
power market; i. e., we are prohibited from serving anyone already served even 
where we could do it more economically than anyone else. After the act was 
passed, but before we were able to get underway, the profit power companies, 
with their spite-line and cream-skimming tactics, took the best and left the rest 
to us. 

(3) The law requires us to serve all the unserved in our areas, whether they 
pay their own way or not. And many of them don’t, at present levels of con- 
sumption. This requirement of Congress was a social decision, not an economic 
decision. 

(4) The act requires repayment of REA loans—plus interest. This we are 
happy to do, but the only way we can do it is to add onto the consumer- 
member’s power bills proportionate amounts to equal the required repayment to 
Uncle Sam. This constitutes an extreme burden because, by comparison, the 
power companies never liquidate their indebtedness but continue to float it in 
perpetuity. 

(5) Our rural construction is more exposed to the hazards of the elements 
than city construction. 

(6) About 85 percent of our systems still don’t have their own complete source 
of power supply and nearly 50 percent of them are at the mercy of usually one, 
often unfriendly, source. There is no open market in wholesale power from 
which we can purchase our supply. 

(7) In most States the legal situation, our economic disadvantages, and the 
bias of regulatory commissions eneourage the power companies to raid our terri- 
tory and take our larger users, while we are prohibited legally from doing the 
same to them, even if we could do it otherwise. The spider bites, but can’t be 
bitten. 

(8) Because we must be co-ops or public power districts—whose incentive is 
service, not profit—we apparently must stay small by comparison with the ever- 
merging profit company giants. And yet we can stay out of the merger trend 
and survive only by merging more of our common services. We have not yet 
devised enough ways to pool our services to cut costs and otherwise improve 
our operations, 

(9) Because of our small size, our comparatively low average use, and our 
predominantly rural character, we have neither a favorable diversity of electric 
use nor a relatively good load factor. 

(10) And because of both our small size and our other economic disadvan- 
tages, we don’t have the necessary funds for experimentation, research, and 
studies which might help us to more efficiently overcome these handicaps—or 
even to stand off the mass propaganda and lobbying campaigns of our opponents 
while we solve our other problems. 

(11) And finally, we carry the burden of simultaneously protecting the REA 
Act against Administration attacks and obtaining from Congress adequate new 
loan funds, even as we repay our existing loans. 

Potent evidence that these handicaps could constitute back-breaking burdens 
is contained in two significant facts: 

(1) our systems still have less than 20 percent member equity, and 
(2) the trend in the number of systems failing to make debt service is 
not good. 

More systems each year do not take in enough revenue to cover operating 
expenses, set aside a proper amount for depreciation and replacement and make 
their scheduled REA loan repayments. So, in order to make their required 
repayments to REA, they have no choice but to fail to set aside adequate 
depreciation reserves. If this trend is not reversed, it could be fatal, as thou- 
sands of old farm telephone mutuals across the land could testify. 

Through the years we have been fortunate in having capable Administrators 
in REA. President Eisenhower has appointed two of them, both able men 
eapable of carrying out the intent of the Congress. This they did until about 
a year and a half ago when the Secretary of Agriculture moved in. 

In my testimony before this subcommittee on last year’s Price bill last June, 
I described what had happened in RBA to bring about the grave threat that 
now hangs over the program. I pointed out that many members of Congress 
had expressed a fear of this development at the time the Reorganization Plan 
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No. 2 was under consideration in 19538. They were apprehensive about giving 
the Secretary of Agriculture the authority to reorganize REA. For example, 
Senator Russell, Senator Murray, and Senator Johnson back in 1953 expressed 
their concern that the Secretary of Agriculture, if given the power, would some 
day make changes in the REA program, and the Congress would learn about it 
after the deed was done. 

This, of course, was just exactly what happened when Secretary Benson took 
unto himself the loan-making powers that for more than 20 years had been 
exercised by the Administrator of the REA. 

I will not now take the time to review the chronology that led up to the secret 
order issued in May or June 1957 which stripped the Administrator of the 
powers he had previously exercised to make loans without interference. I out- 
lined that in detail to this committee last year. 


THE MASTER PLAN 


This Benson secret order fits right into a master plan that in my opinion has 
for its objective the ultimate destruction of the REA program as we have known 
it and seen it function so successfully during the last 24 years. All this is spelled 
out step by step in my statement of last June. Because this statement is even 
more to the point today than it was then, I should like to request, Mr. Chair- 
man, that my statement before this committee last year be inserted in the record 
as a part of my testimony on this occasion. 

This will make it unnecessary for me now to review any more of the back- 
ground other than to make these two points: 

First, not a single statement that I included in that presentation last June 
has been successfully challenged by Secretary Benson or any of his lieutenants. 

Second, actions that we have seen since that time and documents that have 
come to light since that time, all tend to substantiate everything I said. 

Take for example, last summer’s ruling by the Comptroller General who was 
appointed by President Eisenhower to head the General Accounting Office after 
he had served on the Atomic Energy Commission. I believe it is significant 
that he was on the AEC long enough to help launch the ill-fated Dixon-Yates 
scandal. Last summer as Comptroller General this same man tried to rewrite 
the REA law in a way that could have stopped all rural electrification growth 
in its tracks. He went so far in fact that even Secretary Benson found it too 
raw and revolted. It is to Secretary Benson’s credit that he joined with us in 
protesting the Comptroller General’s ruling. 

I believe that it is pertinent to your consideration of REA and its present 
situation that you have available to you the Comptroller General’s ruling of 
July 21 of last year as well as our lawyer’s analysis of this treacherous docu- 
ment. Therefore I would like to submit these documents for the record. 

The Comptroller General’s REA ruling, however, is just one of several devel- 
opments during recent months that fits right into the master plan I sketched 
last June. 

Mr. Chairman, and members of the committee, I am more convinced than ever 
of the existence of a master plan for the destruction of REA. What is even 
more to the point, there is in the Department of Agriculture today a detailed 
blueprint that outlines plans, names, places, and dates as to how parts of the 
master plan are to be sold to the co-ops, to the Congress, and to the country. 

What significance does this have regarding the legislation that you have 
under consideration? Just this: One of the steps in the master plan is the sub- 
jugation of the REA Administrator. This step has been carried out. For 
many months now the able REA Administrator has been a captive Administra- 
tor. He will deny this; he has to deny it. But he must admit to the facts that 
make it so. He did in fact admit it to them before the Senate committee in 
hearings on the companion Humphrey bill last year. 

The reason is Secretary Benson has moved into full control as far as the 
REA Administrator is concerned. The most outstanding evidence of this, of 
course, is this: the Administrator no longer can make any major loan without 
having prior approval from the Secretary’s Office. Please keep in mind that 
the making of loans used to be the Administrator’s only reason for existence— 
or certainly the principal reason. 

The REA Administrator now has to be rescued from the domination of the 
Secretary of Agriculture if the program is not going to be seriously impaired. 

The Price bill, I believe, will correct this situation—as nearly as it can be 
corrected by law. 
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The Secretary’s move against REA has put fear into the hearts of our people. 
Those of you who heard their testimony here last year will recall their state of 
mind. 

Enough has already happened, we feel,to justify our apprehensions, although 
all of us recognize that the congressional spotlight this subcommittee and its 
counterpart in the Senate turned on many months ago has kept Benson and 
éompany in check. 

FEAR FOR THE FUTURE 


However, we don’t find any comfort in that, because we recall how Secretary 
Benson in 1953 assured Congress that he would make no major changes in REA 
without first consulting with Congress and with citizen organizations most con- 
cerned. Despite this assurance, he went ahead with his changes when the time 
suited him. He did not keep his word. 

What will Benson do after you have adjourned this session of Congress? 

Our people are really afraid of what can happen if safeguards are not in- 
stalled now. It’s the future that frightens them. 

We all remember the wise old saying that the time to lock the barn door is 
before the horse is stolen. Well, a large part of the horse is already out, but it 
ean still be recovered. 

Let us curb the Secretary’s power over REA loans before anything more 
drastic happens to injure the program. 

In my testimony last year I described in detail why and how the Secretary of 
Agriculture clipped the Administrator’s loan power apparently in order to stop 
a single, important loan. Theloan was stopped. It has not been made to this day. 
T have heard all kinds of excuses as to why the loan has not been made. How- 
ever, the fact remains that it has not been made. 

Last year in my testimony I made this statement: “I am convinced that the 
Indiana co-ops will never build that generation and transmission system as long 
as Secretary Benson is the de facto Administrator of REA.” 

Now, I repeat that prediction. 

The stopping of this loan was not the only damage that the Secretary’s action 
brought about.: The following developments, I believe, are equally important 
and will have much more far-reaching effects upon the program’s future: 

1. The weakening of congressional control over REA. 

2. The injection of a new and unexplained element into the loan procedure, 
causing—as a minimum—uncertainty, fear, and inevitable delay. 

3. The exposure of the REA program to political manipulation. 

4. The loss of direct access by the co-ops to the real Administrator, and his 
inability to make loan commitments on the spot—either in the field or in his 
office. 

5. The creation of additional and unnecessary redtape, and duplication and 
bureaucracy. 

These developments in REA are bound to take their toll. And they would 
take this regardless of who is Secretary of Agriculture. My statements regarding 
the need for maintaining the REA loanmaking power in the hands of the Ad- 
ministrator, where Congress put the power, have nothing to do with Mr. Benson 
personally, the color of his hair, or the brand of his politics. I believe it is 
important to have the Administrator—who is appointed by the President and 
confirmed by the Senate—serve as the real Administrator, whether you have 
Benson, Brannan, Wickard, or the man who one day will succeed Benson. 


WHAT THE PRICE BILL DOES 


The legislation that you have before you, in my opinion, will reestablish what 
Iam personally convinced has been Congress’ intent during the last 20 years: To 
have the REA Administrator empowered to approve or disapprove all REA 
loans without outside political interference. 

'The Price bill declares: “* * * any action of the Administrator of the Rural 
Electrification Administration with respect to the approval or denial of loans 
authorized to be made under the provisions of the Rural Electrification Act of 
1936, as amended, shall be the sale responsibility of the Administrator.” 

That is all the bill does. It does not take REA out of the Department of 
Agriculture. It does not set up REA as.a new and separate agency. It simply 
declares that the REA Administrator’s power to make individual loans shall not 
be interfered with by anyone. This is not an extreme approach but a moderate 
one. 
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In the original REA Act, Congress put final authority for individual loans 
in the hands of the Administrator, an official appointed by the President for 
a 10-year term, confirmed by the Senate. This provided for good, efficient 
administration because it kept decisions that should be made on the basis of 
legal, economic, and technical standards from being affected by political con- 
siderations. Under the Price REA bill, the Secretary of Agriculture will retain 
overall direction of REA as an agency of the Department, but these will be in 
areas that the Congress can and does review regularly—as, for example, the 
budget. Under the bill, however, the Administrator will be solely responsible 
for decisions about individual loans. 

We urge this committee and this Congress to pass H.R. 1321 with all speed. 
We are convinced that to do so will mark the restoration of a successful REA 
program. The REA program has enjoyed phenomenal success. Farm electri- 
fication has gone from 10 percent to more than 95 percent. Three billion dollars 
in sound loans have been made and already $1 billion have been paid back to 
Uncle Sam. What the Price bill will do is restore REA to the kind of sound 
operation that during the last 24 years achieved the record of which we are all 
so proud. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 21, 1958. 
The Honorable the SECRETARY OF AGRICULTURE. 

DEAR Mr. SEcRETARY: Reference is made to our letters of October 28, 1957, 
and April 14, 1958 (B—134138), to you, concerning a loan of $11,173,000 made 
by the Rural Electrification Administration (REA) to the Central Iowa Power 
Cooperative (CIPCO), part of the proceeds ($120,000) of which was to be used 
to enable CIPCO to furnish power to a member cooperative for resale by the 
member to Lehigh Sewer Pipe & Tile Co. (Lehigh), Lehigh, Iowa. 

The record before us discloses that the loan in question was approved by 
the Acting Administrator, Rural Electrification Administration, on September 
9, 1955, for the purpose of financing the construction by CIPCO of certain 
electric generation and transmission facilities including one 44,000 kilowatt 
generating unit, 128 miles of 115 kilovolt transmission line, 176.5 miles of 34.5 
kilovolt transmission line, and related substation and switching facilities, for 
the purpose of furnishing electric energy to CIPCO’s eight REA-financed 
member cooperatives. Included in the 176.5 miles of 34.5 kilovolt transmission 
line were 20 miles designated the Lehigh Tap, the purpose of which was to 
enable CIPCO to furnish one of its member cooperatives, Greene County Rural 
Electrification Cooperative (Greene County), a supply of power for a large 
powerload in the vicinity of Lehigh, Iowa. The large powerload needed in the 
vicinity of Lehigh apparently was for a new building or plant that Lehigh pro- 
posed to construct near an existing plant it owned. The cost of this 20 miles 
of line was estimated at $120,000. 

Your Department, by letter dated December 3, 1957, advised us that the loan 
was made pursuant to the Rural Electricfication Act of 1936, as amended, 7 
U.S.C. 901-924, and in accordance with the administrative findings required by 
section 4 of that act (7 U.S.C. 904). This latter code section provides, in 
pertinent part, as follows: 

“The Administrator is authorized and empowered * * * to make loans for 
rural electrification * * * for the purpose of financing the construction and 
operation of generating plants, electric transmission and distribution lines or 
systems for the furnishing of electric energy to persons in rural areas who are 
not receiving central station service * * *.’ [Emphasis added.] 

Section 2 of the same act (7 U.S.C. 902) also contains an unserved person or 
central station service limitation. 

The record discloses that a plant of Lehigh located on a tract of ground outside 
the town of Lehigh, Iowa, was being furnished 25-cycle electric service by the 
Fort Dodge, Des Moines, & Southern Railway Co. (the predecessor of the Iowa- 
Illinois Gas & Electric Co.) at the time the loan to CIPCO was made. Prior to 
the making of the above-referred-to loan Lehigh decided to build another building 
or plant on the same tract of ground approximately 160 feet away from its exist- 
ing plant and operate both plants or buildings, apparently as separate entities. 
Lehigh contemplated using machinery in the new plant which would require 
60-cycle electric service. It appears that by letter dated May 19, 1955, the rail- 
way company offered to supply 60-cycle electric service to Lehigh. Further, it 
appears from the record that the railway company again, orally, on September 
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28, 1955, offered to furnish Lehigh 60-cycle service for its proposed new plant 
and confirmed such offer in writing by letter dated October 4, 1955. Lehigh, 
however, apparently did not desire to accept such service from the railway com- 
pany on the ground that the rate quoted by the company would prevent Lehigh 
from producing its products at a competitive price. Lehigh therefore entered 
into negotiations with Greene County for 60-cycle service and subsequent to the 
date of the above-referred-to loan entered into a contract with Greene County 
for such service. 

Greene County in October 1955, in accordance with its REA loan agreements, 
submitted for REA approval a contract for electric service between it and Le- 
high. Also, CIPCO submitted plans and specifications providing for construction 
of the Lehigh tap to serve Greene’s new substation. It appears that the pro- 
posed electrict service to Lehigh was the principal justification for the trans- 
mission line tap and new substation. As indicated above the funds ($120,000) 
for construction of this line were included in the $11,173,000 loan made by REA 
to CIPCO on September 9, 1955. It appears from the record that the power 
contract was returned to Greene without approval in November 1955, and that 
REA approveal to construct the transmission line and substation was also with- 
held. Apparently REA withheld approval of the power contract and construc- 
tion of the Lehigh tap on the ground that Lehigh was already receiving “central 
station service” from the railway company, since, as indicated above, the record 
discloses that Lehigh at its existing plant was receiving 25-cycle service from 
that company. 

In April 1956, Greene County and CIPCO again requested approval of a con- 
tract for electric service between Greene County and Lehigh, and apparently REA 
approval to use $120,000 of the loan funds to construct the Lehigh tap. It further 
appears from the record that the Greene County-Lehigh power contract was ap- 
proved in June of 1956 together with the approval of the proposed construction of 
the Lehigh tap. The basis for this approval is explained by your Department in 
a letter to us dated May 5, 1958, signed by Mr. K. L. Scott, Director, Agricultural 
Credit Services, as follows: 

“A study of the debates in Congress and the committee hearings indicates that 
this provision was inserted because of a legislative intent to exclude loans for 
the purpose of paralleling existing systems and thus creating competition with 
established utilities. * * * 


* * * * . * « 


“* * * Jt seems clear from the legislative history that the intent of the 
limitation was to prevent loans that would create federally financed competition 
with existing utility enterprises. * * * 

“Where the effect of a proposed loan, regardless of its essential purpose, 
would be to substitute a competitive REA-financed service to persons already 
served, the loan may not be made. For example, it is my opinion that a com- 
peting line could not be financed even though it were only a small part of a 
system designed to reach unserved persons and even though the project could 
not properly be developed without such competing line. * * * 

7 * + * * e € 


“In the above analysis I have endeavored to delimit and point the issue by 
reference to situations which fall clearly within the implied prohibition of the 
elause here under discussion: (1) The financing of facilities which compete di- 
rectly with existing business, regardless of the fact that such competing facilities 
might contribute materially to the construction of a system to serve unserved 
persons: * * *” [Emphasis supplied.] 

Also, in this same connection, note the following sttaements made on the 
floor of the House and Senate during debate on the bill which became the Rural 
Hlectrification Act of 1936, as they appear in the Congressional Record, volume 
80 . 


“Mr. MoNary. I have my own idea as to the interpretation and definition 
of the expression ‘electrification of rural areas not receiving central-station 
electric light and power service.’ What interpretation does the Senator place 
upon that language? Could he illustrate it? 

“Mr. Norris (author of the bill). That means, as I understand, and as I 
think the present administration is now doing, that there will not be set up an 
organization and money loaned to it for the purpose of electrifying a rural area 
which is now supplied. There are now, of course, a large number of rural 
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districts already supplied with electricity from central power stations. * * * 
[Emphasis added. ] 

“Mr. McNary. We probably are together generally, but under the language 
used, it seems to me, where a plant is now in existence which is adequately sup- 
plying @ certain area with electricity none of the money provided by the bill 
could be used for that purpose. [Emphasis added.] 

“Mr. Norris. That is as I understand it. 


* * * * * © s 


“Mr. McNary. I think we want a definite meaning fixed, because I think it is 
an important proposition. The prohibition would relate to a central station 
furnishing light and power in an area that is now enjoying adequate service. 
Is that the Senator’s interpretation? 

“Mr. Norris. Yes. (80 Congressional Record 2751, pt. 3.) 

& * * ’ * * * % 


“Mr. Norris. The Senator says ‘come in competition.’ They would not come 
in competition with farms already supplied. They might come in competition 
with the central power station. 

“Mr. Kine. That is not my question. 

“Mr. Norris. There is no intention of going into a farming community which 
is already supplied with electric current and forming farm organizations there 
and having them built up to go into competition, as the Senator suggests, with 
farmers who are already getting their electric current from a central station 
(80 Congressional Record 2752, pt. 3.) 

* * Bg * ok © + 


“Mr. Kina. * * * I may say that my understanding of the bill was that its 
primary and only purpose was to take care of farmers who did not have elec- 
trical facilities. [Emphasis added.] 

oe J ok « * oJ * 

“Mr. WatsH. That infers, of course, that there is no competition with any 
existing private or municipal plant. 

“Mr. Norris. Yes. 

* & + s e am * 


“Mr. WatsH. That is what I understand to be the main purpose of the bill; 
that in rural sections where private enterprise has not undertaken to furnish 
light or where a municipality has not done so, there will be opportunities given 
for groups of individuals, or, as the Senator says, in some cases a town or mu- 
nicipality itself, to set up in such rural sections units for lighting purposes. 
(80 Congressional Record 3305, 3306, pt. 3.) 


* * * * * * * 


“The findings and determinations made by REA with respect to the use of 
loan funds in this case are summarized in an affidavit, copy of which is enclosed, 
filed in the United States District Court for the District of Columbia by Fred 
H. Strong, Deputy Administrator, REA. Mr. Strong’s affidavit states in part 
that ‘an administrative determination was made, pursuant to 7 U.S. C. 904, that 
Lehigh, at its new plant, was not receiving central station electric service.’ It 
thus appears that RBA did not base its determination on the nonavailability of 
power from another supplier, but, as reflected in Mr. Strong’s affidavit, on the 
fact that the new plant was a person not receiving central station electric serv- 
ice.” [Emphasis added.] 

It appears from the Department’s letter to us dated December 3, 1957, that 
the determination that Lehigh’s so-called “new plant” was a person not receiv- 
ing central station service was based on certain facts presented by Greene 
County and CIPCO to the effect that the “proposed contract contempalted serv- 
ice not to the existing Lehigh plant nor to an extension of or addition to the 
existing plant, but to a completely new, separate and independent plant.” 
Moreover, your Department contends, in effect, that even if Lehigh is considered 
a single person with respect to its old and new plan, at the time the loan was 
made, September 9, 1955, an administrative finding on the assumed facts, that 
Lehigh was not receiving adequate central station service from the railway 
would have been administratively justifiable and legally supportable. See your 
Department’s above-referred-to letter of May 5, 1958. 
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It is clear from the above quoted provisions of section 4 of the Rural Blectri- 
fication Act of 1936, as amended (7 U.S.C. 904), and also from section 2, that 
the Administrator has no authority to make a loan for the purpose of furnishing 
electric services to persons in rural areas who are receiving central station 
service. The question as to whether the basic purpose of a proposed loan in 
a particular case is to provide electric service to unserved persons in rural areas 
is a matter primarily for determination administratively after a thorough con- 
sideration of the pertinent facts and circumstances in the case in the light ot 
the purpose and in.ent of the Congress in including the central station service 
limitation in sections 2 and 4. However, the Rural Electrification Act does not 
appear to make this determination final and conclusive. 

It may be that literally accepted the terminology of section 4 (and section 2) 
is sufficiently broad to authorize a loan for the purpose of furnishing central! 
station electric service to a person not receiving such service, even though the 
service is available to such person and that the effect of the loan will be to 
create competition with an existing private utility. However, in construing 
or considering the application of a statute it is permissible to look at its evident 
spirit and purpose as well as the strict letter of the law and the strict letter 
must yield to its evident spirit when this is necessary to give effect to the intent 
of the Congress. 

The legislative history of the central station service limitation indicates 
that the limitation was included because of a legislative intent to exclude loans 
for the purpose of paralleling existing systems and thus creating competition 
for the established utilities. That this is the purpose of the limitation was 
acknowledged by a former Solicitor of your Department in Opinion No. 4500 
dated November 24, 1942, appearing at page 498, Rural Electrification Planning 
Hearing Before a Subcommittee of the Committee on Interstate and Foreign 
Commerce, House of Representatives, 79th Congress, 1st session on H.R. 1742 
The Solicitor said in this opinion that—quoting from the opinion as it appears 
in the hearing: 

“Mr. RaysBurN. May I say to the gentlemen that we are not, in this bill, in- 
tending to go out and compete with anybody. By this bill we hope to bring 
electrification to people who do not now have it. This bill was not written on 
the theory that we were going to punish somebody or parallel their lines «1 
enter into competition with them. It was our thought that in the States where 
electricity is now generated and distributed the laws of that State would control 
the rates. May I say further that the Rural Electrification Administration wil! 
have nothing whatever to do with the rates that may be fixed in these commu- 
nities, for the simple reason that matter will be controlled by State law.” [Em- 
phasis added.] (80 Congressional Record 5283, pt. 5.) 

While the above statements (except for Mr. Rayburn’s) may have been made 
in connection with the central station service limitation in section 2 of the act, 
the same limitation appears in section 4. Thus, the quoted statements would 
appear equally applicable to explain the intent of the limitation as used in both 
sections. Also, while the language of section 2, as enacted into law, is somewhat 
different from the language of the section at the time the above statements (ex- 
cept for Mr. Rayburn’s remarks) were made, the statements would still appear 
to be for application. 

It is clear from the above-quoted statements that the purpose of the central 
station service limitation was to exclude loans for the paralleling of existing 
systems or creating competition with existing facilities by prohibiting the use of 
loan funds for construction of transmission lines and substations to furnish power 
to an area already served by private power companies when such companies are 
willing to provide adequate central station service to persons within the area 
who are not tied to the powerlines. 

As indicated above Lehigh was receiving central station service at its existing 
plant and apparently desired a modification or adjustment of that service for its 
proposed new building or plant. The power supplier furnishing the central station 
service to the existing plant offered to furnish adequate central station to Le- 
high’ proposed new plant located approximately 160 feet from its existing plant. 
It appears that this offer was first made prior to the date (September 9, 1955). 
REA aproved the $11,173,000 loan to Cipco and, of course, prior to the date 
REA determined Lehigh at its new plant was a person not receiving central sta- 
tion service. In view of these facts the approval of the use of $120,000 of the 


loan in ¢ 
loan of § 
creating 
reason L 
because 
high) fr 
partment 
offered is 
Since i 
tation th 
the effec 
istration 
Act whe! 
the Lehi, 
Howey 
tation w 
company 
same col 
station s 
tral stati 
new pla 
making ¢ 
tion Act 
new plan 
In vier 
portion « 
ized and 
by the a 
from Ci 
tap. In 
be requil 
Si 


The f 
delphia, 
in the Si 
York, Pe 


“Wher 
nonparti 
Adminis 
term to 

“Wher 
congress 
the prop 

“Whe1 
all loans 
fore, be | 

“Reso 
which w 
by Secre 
and be ji 

“Reso 
introduc 
that thi 


basis as 





MODIFYING REORGANIZATIONS PLANS 57. 


loan in question for construction of the Lehigh tap had the effect of making a 
loan of $120,000 for the purpose of paralleling an existing power system and 
creating competition with an existing facility. As indicated above the only 
reason Lehigh refused to accept electric service from the railway company was 
because Lehigh felt that the rate quoted by the company would prevent it (Le- 
high) from producing its products at competitive prices. However, your De- 
partment advised us in the letter of May 5, 1958, “The rate at which service is 
offered is, of course, not a determining factor.” 

Since it is clear from the legislative history of the central station service limi- 
tation that the purpose of the limitation was.to exclude loans which would have 
the effect referred to above it is our view that the Rural Electrification Admin- 
istration disregarded the evident spirit and purpose of the Rural Electrification 
Act when it authorized the use of $120,000 of the loan funds for construction of 
the Lehigh tap. 

However, aside from the legislative history of the central station service limi- 
tation we are of the view that where a new building or plant (of an industrial 
company) is located approximately 160 feet from an old building or plant of the 
same company on the same tract of ground and the old plant is receiving central 
station service from a power supplier who has offered to furnish adequate cen- 
tral station service to the new plant, there appears little basis for considering the 
new plant a person not receiving central station service so as to authorize the 
making of a loan, or the use of loan funds, under section 4 of the Rural Electrifica- 
tion Act for the purpose of constructing facilities to furnish electric service to the 
new plant. 

In view of the foregoing there appears ample justification for holding that the 
portion of the loan made for the construction of the Lehigh tap was not author- 
ized and steps should be taken by your Department to reduce the $11,173,000 loan 
by the amount advanced to construct the Lehigh tap and to recover immediately 
from Cipeo that amount, i.e., the amount advanced to construct the Lehigh 
tap. In the event such action will not be undertaken and you so advise, we will 
be required to report the matter to the Congress. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


RESOLUTION—RURAL ELEcTRIC SYSTEMS IN REGION I 


The following resolution was adopted at the regional meeting held in Phila- 
delphia, Pa., September 30 to October 1, 1957, by rural electric systems operating 
in the States of Delaware, Maine, Maryland, New Hampshire, New Jersey, New 
York, Pennsylvania, North Carolina, Vermont, and Virginia: 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more be reviewed by persons outside REA: Now, there- 
fore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA 
which will allow partisan control; we are absolutely opposed to this recent action 
by Secretary Benson which threatens to make REA a partisan, political agency ; 
and be it further 

“Resolved, That as soon as the Congress reconvenes in January that a bill be 
introduced and passed exempting REA from the Reorganization Act of 1953 and 
that this same bill stipulate that REA is to be reestablished on a nonpartisan 
basis as it was prior to the passage of the Reorganization Act.” 
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RESOLUTION—RURAL ELEcTRIC SySTEMS IN Reaion II 


The following resolution was adopted at the regional meeting held in Atlanta, 
Ga., October 17-18, 1957, by rural electric systems operating in the States of 
Georgia, Florida, and South Carolina: 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to 
a congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups ; and 

“Whereas in his letter to Senator Humphrey dated August 30, 1957, Secretary 
Benson asserts that he has the authority to “review, reverse, amend, annul, or 
affirm” all proceeding in REA or other agencies: Now, therefore, be it 

“Resolved, That we are vigorously opposed to this recent action by Secretary 
Benson which threatens to make RBA a partisan, political agency; and be it 
further 

“Resolved, That as soon as the Congress reconvenes in January, a bill be 
introduced and passed exempting REA from the Reorganization Act of 1953 and 
that this same bill stipulate that REA is to be reestablished as it was prior to 
the passage of the Reorganization Act.” 


RESOLUTION—RURAL ELeEctTRIC SYSTEMS IN Recion III 


The following resolution was adopted at the regional meeting held in Mobile, 
Ala., October 14-15, 1957, by rural electric systems operating in the States of 
Alabama, Mississippi, Kentucky, and Tennessee: 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
= loans of $500,000 or more be reviewed by persons outside REA: Now, there- 
‘ore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA 
which will allow partisan control; we are absolutely opposed to this recent 
action by Secretary Benson which threatens to make REA a partisan, political 
agency ; and be it further 

“Resolved, That as soon as the Congress reconvenes in January, a bill be 
introduced and passed exempting REA from the Reorganization Act of 1953 and 
that this same bill stipulate that REA is to be reestablished on a nonpartisan 
basis as it was prior to the passage of the Reorganization Act.” 


RESOLUTION—RURAL ELectric SYSTEMS IN REGION IV 


The following resolution was adopted at the regional meeting held in Toledo, 
Ohio, September 16-17, 1957, by rural electric systems operating in the States of 
Ohio, Indiana, Michigan, and West Virginia: 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration; and 
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“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more be reviewed by persons outside REA: Now, there- 
fore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA: 
we are absolutely opposed to this recent action by Secretary Benson which 
threatens to make RBA a partisan, political apency ; and be it further 

“Resolved, That as soon as the Congress reconvenes in January that a bill be 
introduced and passed exempting REA from the Reorganization Act of 1953 and 
that this same bill stipulate that REA is to be reestablished as it was prior to 
the passage of the Reorganization Act.” 


RESOLUTION—RURAL ELECTRIO SYSTEMS IN REGION V 


The following resolution was adopted at the regional meeting held in Spring- 
field, Ill,. October 10-11, 1957, by rural electric systems operating in the States 
of Illinois, Iowa, and Wisconsin: 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration; and 

“Whereas Secretary of Agriculture Ez‘a Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more be reviewed by persons outside REA: Now, there- 
fore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA 
which will allow partisan control; we are absolutely opposed to this recent 
action by Secretary Benson which threatens to make REA a partisan political 
agency: and be it further 

“Resolwed, That as soon as Congress reconvenes in January a bill be intro- 
duced and passed exempting REA from the Reorganization Act of 1953 and that 
this same bill stipulate that REA is to be reestablished on a nonpartisan basis 
as it was prior to the passage of the Reorganization Act.” 


RESOLUTION—RuRAL E.Lectric Systems IN ReEGIon VI 


The following resolution was adopted at the regional meeting held in Minneap- 
olis, Minn., October 31-November 1, 1957, by rural electric systems operating in 
the States of Minnesota, North Dakota, and South Dakota: 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more be reviewed by persons outside REA: Now, there- 
fore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA: 
we are absolutely opposed to this recent action by Secretary Benson which 
threatens to make REA a partisan, political agency : and be it further 

“Resolved, That we urge that as soon as the Congress reconvenes in January 
that a bill be introduced and passed exempting REA from the Reorganization 
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Act of 1953 and that this same bill stipulate that REA is to be reestablished as 
it was prior to the passage of the Reorganization Act.” 


RESOLUTION—-RURAL ELECTRIC SYSTEMS IN REGION VII 


The following resolution was adopted at the regional meeting held in Chey- 
enne, Wyo., September 23-24, 1957, by rural electric systems operating in the 
States of Colorado, Kansas, Nebraska, and Wyoming : 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional .committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas in June 1957 the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more be reviewed by persons outside REA: Now, there- 
fore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA; 
we are absolutely opposed to this recent action by Secretary Benson which 
threatens to make REA a partisan political agency, and be it further 

“Resolved, That as soon as the Congress reconvenes in January that a bill be 
introduced and passed exempting REA from the Reorganization Act of 1953 
and that this same bill stipulate that REA is to be reestablished as it was prior 
to the passage of the Reorganization Act.” 


RESOLUTION—RURAL ELEcTRIC SYSTEMS IN Recion VIII 


The following resolution was adopted at the regional meeting held in New 
Orleans, La., September 19-20, 1957, by rural electric systems operating in the 
States of Oklahoma, Arkansas, Louisiana, and Missouri: 


“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and . 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more be reviewed by persons outside REA; and 

“Whereas in his letter to Senator Humphrey dated August 30, 1957, Secretary 
Benson asserts that he has the authority to ‘review, reverse, amend, annul, or 
affirm’ all proceedings in REA or other agencies: Now, therefore, be it 

“Resolwed, That we are vigorously opposed to this recent action by Secretary 
caeent which threatens to make REA a partisan political agency; and be it 

‘urther 

“Resolved, That as soon as Congress reconvenes in January, that a bill be in- 
troduced and passed exempting REA from the Reorganization Act of 1953 and 
that this same bill stipulate that REA is to be reestablished as it was prior to 
passage of the Reorganization Act.” 


RESOLUTION—RURAL ELEcTRIC SYSTEMS IN REGION IX 


The following resolution was adopted at the regional meeting held in Port- 
land, Oreg., November 4-5, 1957, by rural electric systems operating in the States 
of Washington, California, Idaho, Montana, Oregon, Utah, and Alaska: 
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“REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas in June 1957 the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more be reviewed by persons outside REA: Now, there- 
fore, be it 

“ResoWwed, That we are vigorously opposed to any reorganization of REA 
which will allow partisan control; we are absolutely opposed to this recent 
action by Secretary Benson which threatens to make REA a partisan political 
agency ; and be it further 

“Resolved, That as soon as the Congress reconvenes in January a bill be intro- 
duced and passed exempting REA from the Reorganization Act of 1953, and 
that this same bill stipulate that REA is to be operated on a nonpartisan basis 
as it was prior to the passage of the Reorganization Act.” 


RESOLUTION—RURAL ELEcTRIC SYSTEMS IN REGION X 


The following resolution was adopted at the regional meeting held in Dallas, 
Tex., November 9-10, 1957, by rural electric systems operating in the States of 
Texas, Arizona, and New Mexico: 


REORGANIZATION OF REA 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an Ad- 
ministrator by the President, with confirmation by the Senate for a 10-year term 
to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary failed to consult Congress or other inter- 
ested groups requiring that all loans of $500,000 or more be reviewed by persons 
outside REA: Now, therefore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA which 
will allow partison control; we are absolutely opposed to this recent action by 
Secretary Benson which threatens to make REA a partisan political agency ; and 
be it further 

“Resolved, That as soon as the Congress reconvenes in January a bill be intro- 
duced and passed exempting REA from the Reorganization Act of 1953, and that 
this same bill stipulate that REA is to be on a nonpartisan basis as it was prior 
to the passage of the Reorganization Act.” 


RESOLUTION 


Adopted at the 16th annual meeting of the National Rural Electric Cooperative 
Association, Dallas, Tex., February 3-6, 1958 


REORGANIZATION PLAN No. 2, U.S. DEPARTMENT OF AGRICULTURE 


Whereas the current Secretary of Agriculture has violated the trust of the 
Congress in regard to the changes he has made in the structure and functioning 
of REA; and 

Whereas REA can no longer function efficiently and effectively as a result of this 
action by the Secretary of Agriculture ; and 

Whereas this situation has been brought about by passage of the Reorganization 
Plan No. 2 of 1953; and 

Whereas Senator Humphrey has introduced a bill, S. 2990, providing “that sec- 
tion 1 of Reorganization Plan No. 2 of 1953 shall not hereafter apply to the 
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Rural Electrification Administration, and there are hereby transferred to the 
Administrator of the Rural Electrification Administration all functions which 
were transferred from the Administrator to the Secretary of Agriculture by such 
reorganization plan”: Now, therefore, be it 

Resolved, That we support S. 2990 which would rectify the situation. 


RESOLUTION—RURAL ELEctTRIC SYSTEMS IN REGION I 


The following resolution was adopted at the regional meeting held in Burling- 
ton, Vt., September 25-26, 1958, by rural electric systems operating in the States 
of Delaware, Maine, Maryland, New Hampshire, New Jersey, New York, Penn- 
sylvania, North Carolina, Vermont, and Virginia : 


REA REORGANIZATION 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an Ad- 
ministrator by the President, with confirmation of the Senate for a 10-year term 
to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that all 
loans of $500,000 or more, and that all loans of whatever amount, to new borrow- 
ers be reviewed by the Secretary’s Office; and 

“Whereas Secretary Benson has supported a bill in Congress which would dras- 
tically increase interest rates and drive electric and telephone cooperatives to 
Wall Street for their financing: Now, therefore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further 

“Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original act 
of 1936, be introduced and passed.” 


RESOLUTION—RURAL ELECTRIC SYSTEMS IN ReGIon II 


The following resolution was adopted at the regional meeting held in St. 
Petersburg, Fla., November 3-4, 1958, by the rural electric systems operating in 
the States of Georgia, Florida, and South Carolina : 


“REORGANIZATION OF REA 


‘“‘Whereas the original Rural Electrification. Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Seate for a 10-year 
term to insure nonpartisan, nonpolitical administration; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and that all loans of whatever amount, to new 
borrowers, be reviewed by the Secretary’s Office ; and 

“Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 4 

“Resolved, That as soon as the New Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, as amended by the House sub- 
committee, which would restore to the REA Administrator all of the functions 
and authority vested in him by the original act of 1936, be introduced and 
passed.” 
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RESOLUTION—RURAL ELEcTRIC SYSTEMS IN REGION III 


The following resolution was adopted at the regional meeting held in Gatlin- 
burg, Tenn., September 15-16, 1958, by rural electric systems operating in the 
States of Alabama, Mississippi, Kentucky, and Tennessee: 


“REA REORGANIZATION 


“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and all loans of whatever amount to new borrowers, 
be reviewed by the Secretary’s Office: Now, therefore, be it 

‘Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further J 

“Resolved, That the new Congress convening in 1959 be urged to introduce 
and pass a bill identical or similar to the Humphrey-Price bill of 1958, which 
would restore to the REA Administrator all of the functions and authority 
vested in him by the original REA Act of 1936, be introduced and pass.” 


RESOLUTION—RURAL ELEcTRIC SYSTEMS IN REGION IV 


The following resolution was adopted at the regional meeting held in French 
Lick, Ind., September 4-5, 1958, by rural electric systems operating in the States 
of Ohio, Indiana, Michigan, and West Virginia : 


“REA REORGANIZATION 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committee and other interested groups; and 

“Whereas, in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more and all loans of whatever amount to new borrowers, 
be reviewed by the Secretary’s Office; and 

“Whereas Secretary Benson has proposed a bill to the Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

“Resolved, That we are vigorously opposed to an reorganization of REA; and 
be it further 

“Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original 
act of 1936, be introduced and passed.” 


RESOLUTION—RURAL ELECTRIC SYSTEMS IN REGION V 


The following resolution was adopted at the regional meeting held in Madison, 
Wis., September 29-30, 1958, by rural electric systems operating in the States of 
Illinois, Iowa, and Wisconsin : 


“REA REORGANIZATION 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committee and other interested groups; and 
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“Whereas, in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and that all loans of whatever amount, to new 
borrowers, be reviewed by the Secretary’s office ; and 

“Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further 

“Resolved, That as soon as the new Congress convenes in 1959 a bill identica] 
or similar to the Humphrey-Price bill of 1958, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original 
act of 1936, be introduced and passed.” 


RESOLUTION—RURAL ELECTRIC SYSTEMS IN REGION VI 


The following resolution was adopted at the regional meeting held in Bismark, 
N. Dak., October 27-28, 1958, by rural electric systems operating in the States 
of Minnesota, North Dakota, and South Dakota : 


“REA REORGANIZATION 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Seate for a 10-year 
term to insure nonpartisan, nonpolitical administration; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

“Whereas, in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and that all loans of whatever amount, to new 
borrowers, be reviewed by the Secretary's office ; and 

“Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

“Resolved, That we are vigorously opposed to any reorganization of REA; and 
be it further 

“Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1953, which would restore to the REA 
Administrator all of the functions and authority vested in him by the original 
act of 1936, be introduced and passed.” 


RESOLUTION—RURAL ELEcTRIC SYSTEMS IN REGION VII 


The following resolution was adopted at the regional meeting held in Denver, 
Colo., November 10-11, 1958, by rural electric systems operating in the States of 
Colorado, Kansas, Nebraska, and Wyoming: 


“REA REORGANIZATION 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and that all loans of whatever amount, to new 
borrowers, be reviewed by the Secretary’s office ; and 

“Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

“Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, as amended by the House sub- 
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committee, which would restore to the REA Administrator all of the functions 
and authority vested in him by the original act of 1936, be introduced and 
passed.” 


RESOLUTION—RURAL ELectTRIC SYSTEMS IN ReEcion VIII 


The following resolution was adopted at the regional meeting held in Okla- 
homa City, Okla., October 30-31, 1958, by rural electric systems operating in 
the States of Arkansas, Louisiana, Missouri, and Oklahoma: 


“REA REORGANIZATION 


“Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of Rural Electrification Administration and pro- 
vided for the appointment of an Administrator by the President, with confirma- 
tion by the Senate for 10-year term to insure nonpartisan, nonpolitical adminis- 
tration ; and 

“Whereas Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting 
the proper congressional committees and other interested groups; and 

“Whereas, in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and that all loans of whatever amount, to new 
borrowers, be reviewed by the Secretary’s office ; and 

“Whereas Secretary Benson has supported a bill in Congress which would 
drastically increase interest rates and drive electric and telephone cooperatives 
to Wall Street for their financing: Now, therefore, be it 

“Resolved, That as soon as the new Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, as amended by the House subcom- 
mittee, which would restore to the REA Administrator all of the functions and 
authority vested in him by the original act of 1936, be introduced and passed.” 


RESOLUTION—RURAL ELECTRIC SYSTEMS IN REGION IX 


The following resolution was adopted at the regional meeting held in Missoula, 
Mont., November 13-14, 1958, by the rural electric systems operating in the 
States of Alaska, California, Idaho, Montana, Nevada, Oregon, Utah, and 
Washington : 

“In order to further the national objectives of the Rural Electrification Act 
and the laws relating to the comprehensive development of the Nation’s energy 
resources, and in order to assure an adequate supply of low cost power for 
maximum development of rural America, we adopt the following legislative 
policies, and we urge our leaders and public officials to take prompt and con- 
tinuing steps to bring these about : 

* * & * * a * 

“3. We urge Congress to reestablish the full authority of the REA Adminis- 

trator to make loans. * * *” 


RESOLUTION—RURAL ELECTRIC SYSTEMS IN REGION X 


The following resolution was adopted at the Regional Meeting held in Browns- 
ville, Tex., November 17-18, 1958, by rural electric systems operating in the 
States of Texas, Arizona and New Mexico: 


“REA REORGANIZATION 


“Be it resolved, That as soon as the Congress convenes in 1959 a bill identical 
or similar to the Humphrey-Price bill of 1958, as amended by the House subcom- 
mittee, which would restore to the REA Administrator all of the functions and 
te vested in him by the original act of 1936, be introduced and its passage 
pressed.” 
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RESOLUTION 


Adopted at the 17th Annual Meeting of the National Rural Electric Co-op 
Association, Washington, D.C. Feb. 9-12, 1959 


REORGANIZATION OF REA 


Whereas the original Rural Electrification Act of 1936 provided for strictly 
nonpartisan administration of REA and provided for the appointment of an 
Administrator by the President, with confirmation by the Senate for a 10-year 
term to insure nonpartisan, nonpolitical administration ; and 

Whereas, Secretary of Agriculture Ezra Taft Benson pledged himself to a 
congressional committee to make no changes in REA without first consulting the 
proper congressional committees and other interested groups; and 

Whereas in June 1957, the Secretary did reorganize REA by requiring that 
all loans of $500,000 or more, and by all loans of whatever amount to new bor- 
rowers, be reviewed by the Secretary’s Office ; and 

Whereas the the Humphrey-Price bill would restore to the REA Adminis- 
trator all of the functions and authority vested in him by the original act of 
1936, without divorcing REA from the Department of Agriculture: Now, there- 
fore, be it 

Resolved, That we urge the Congress to pass the Humphrey-Price bill as 
early as possible in the 86th Congress. 


RESOLUTION—ALASKA RURAL ELECTRIC COOPERATIVE ASSOCIATION 


The following resolution was adopted at the annual meeting of the Alaska 
Rural Electric Cooperative Association in Homer, Alaska, August 8, 1958. 

“Now, therefore, be it resolved * * * 

“15. We endorse the Humphrey bill (S. 2990) to strengthen REA and we 
oppose any efforts, in whatever guise, to increase the interest rates which would 
be paid by .borrowers from the Rural Electrification Administration.” 


RESOLUTION—MINNESOTA ELECTRIC COOPERATIVE 


The following resolution was adopted at the annual meeting of the Minnesota 
Electric Cooperative statewide, March 27 and 28, 1958. 

“Whereas certain loan procedures within REA have been changed to require 
the approval of the Secretary of Agriculture or his assistants before granting 
certain REA loans: Now, therefore, be it 

“Resolved, That the Minnesota Electric Cooperative strongly requests that 
any limitations on the Administrator to make loans determined by him to be 
feasible, be removed.” 


Ditton, Mont., March 2, 1959. 
RicHarD A. DELL, 
Care of NRECA, 
Washington, D.C.: 

The board of trustees of the Vigilante Electric Cooperative, Inc., Dillon, 
Mont., who represents 2,200 use:s, at their board of trustees meeting, February 
28, 1959, passed a resolution urging every effort be made by our Representatives 
and Senators in Congress to use every effort possible to restore full and final 
authority to the REA Administrator on the rural electrification program. We 
urge you to contact the Government Operation Committee encouraging an early 
release of the Humphrey-Price bill together with any other action for full support 
of this legislation. Telegram transmitted to Senato’s James E. Murray, Mike 
Mansfield, and Representatives LeRoy Anderson and Lee Metcalf. 


H. L. Bascocx, Manager. 
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: Ditton. Mont., February 28, 1959. 
RicHarD A. DELL, 
Care of NRECA, 
Washington, D.C.: 

The Montana State Rural Electric Cooperative Association, representing 
40,000 member-users at their annual meeting in Missoula, November 14, 1958, 
passed a resolution urging Congress to reestablish full authority to the REA 
Administrator to make final approval of loans. On the interest of this great 
program I urge you to contact the Government Operations Committee supporting 
the Humphrey-Price bill and encouraging immediate release of the bill by the 
committee. We, in Montana, desire your continued full support of the REA 
program as designed by Cong-ess and feel that the Humphrey-Price Legislation 
will give further support. The above telegram has been sent to Senator James 
E. Murray, Senator Mike Mansfield, Representative LeRoy Anderson, Repre- 
sentative Lee Metcalf. 

H. W. WHeat, President. 


RESOLUTION—OHIO RurRAL ELECTRIC COOPERATIVES, INC. 


The following resolution was adopted at the annual meeting of the Ohio Rural 
Electric Cooperatives, Inc., August 1958. 


““HUMPHREY-PRICE BILL 


“Whereas hearings have been held in both House of Congress on the 
Humphrey-Price bill which would restore administrative powers to the Admin- 
istrator of REA; and whereas this bill now before the Rules Committee of the 
House of Representatives and the Senate Committee on Government Operations: 
Now, therefore, be it 

“Resolved, That Ohio Rural Electric Cooperatives, Inc., urge these committees 
to take immediate favorable action on this bill and that a copy of this resolution 
with an appropriate accompanying letter be sent to Senator Lausche.” 


RESOLUTION—TENNESSEE RurRAL ELECTRIC CCOPERATIVE ASSOCIATION, INC. 
Annual Meeting, December i0—i1, 1958 


HUMPHREY-PRICE BILL 


Whereas the Secretary of Agriculture has arbitrarily limited the loanmaking 
authority of the REA Administrator despite such authority being defined by 
law; and 

Whereas this unneeded and unwar anted reorganization measure diverts an 
important portion of the Administrator’s inherent loanmaking guthority to 
another person whose duties do not primarily pertain to REA; and 

Whereas we believe that this practice is detrimental to both the Administrator 
and the program which, by law, he is designated to administer: Be it now 

Resolved, That the Tennessee Rural Electric Cooperative Association, Ine., 
reiterate its support cf the Humphrey-Price bill to restore the loanmaking 
authority to the REA Administrator; and be it further 

Resolved, That we convey our thanks to the U.S. Senators and Congressmen 
from Tennessee who have supported this bill and that we urge their continued 
support to its passage early in the next session of Congress. 


VIRGINIA ASSOCIATION OF ELECTRIC COOPERATIVES, RICHMOND, VA. 


“Be it resolved, That * * * 

“We are concerned at the steady encroachment by the Secretary of Agriculture 
on the authority and prerogative of the Administrator of REA the effect of 
which is to deprive the Administrator of the independent judgment which the 
REA Act invests in him.” 

Passed by the board of di’ectors of the Virginia Association of Electric Coop- 
eratives in official session April 23, 1958. 
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RESOLUTION No. 3 


Passed by the Wyoming State Rural Electrification Association at 
its annual meeting at Lusk, Wyo., on November 19, 1958 


Whereas in June 1957 the Secretary of Agriculture did reorganize REA by 
requiring that all loans of $500,000 or more, and all loans of whatever amount, 
to new borrowers be reviewed by the office of the Secretary of Agriculture, and 

Whereas the Secretary of Agriculture supported a bill in Congress to increase 
interest rates: Now, therefore, be it 

Resolved, That as soon as the 86th Congress convenes, that a bill identical 
to the Humphrey-Price bill, as amended by the House subcommittee, which 
would restore to the REA Administrator all of the functions and authority 
vested in him by the original REA Act of 1936, be introduced and passed. 
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INTRODUCTION 


In this pamphlet we present the NRECA analysis of the 
Comptroller General’s revised ruling relating to the REA pro- 
gram. This revised ruling was addressed to the Secretary of 
Agriculture in a letter from the Comptroller dated October 15, 
1958. 

It will be recalled that the Comptroller General issued his 
first letter on July 21, 1958. At that time he ordered an unpre- 
cedented restriction on the Rural Electrification Administrator’s 
loan-making authority. The ruling completely reversed Con- 
gressional intent as set forth in the 1936 law and ignored 23 
years of Administrative policy. The ruling would have killed 
the REA loan program and would have jeopardized hundreds 
of loans previously made. : 

Protests were immediately registered by the U. S. Depart- 
ment of Agriculture, Members of Congress, rural electric co- 
operatives and the National Rural Electric Cooperative Associa- 
tion. Briefs were filed by the USDA General Counsel, the Iowa 
co-ops concerned with the specific case and NRECA. 

As a result of these protests, the Comptroller General 
issued a new letter October 15, 1958 amplifying his previous 
ruling. In his new version, the Comptroller narrowed the 
extent of the limitation he would place upon the REA Admin- 
istrator, but he did not change his basic position. 

When the revised ruling was issued, NRECA retained the 
law firm of Wise and Potamkin to make a complete analysis 
of what it would mean to rural electric systems. Their analysis 
appears on the following pages. 

It is ominously clear that unless this ruling is withdrawn 
or changed, the REA program will be fatally damaged. At 
this point apparently only Congress can deflect or soften the 
effects of the Comptroller’s disruptive and destructive ruling. 
It is our hope that Congress will investigate the ruling and its 
background—how it was instigated in the first place, since so 
much of the power company argument appears in the ruling, 
and why the Comptroller General should now seek to give the 
power companies an interpretation they failed to get either 
from Congress or the courts. 

This action by the Comptroller General appears to be just 
one more segment of the comprehensive Master Plan that has 
been unfolding in recent months and that obviously has for its 
purpose the ultimate destruction of the rural electrification 
program. 


Clyde T. Ellis, General Manager 


National Rural Electric Cooperative Association 
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Analysis of 
The Comptroller General’s Letter and Ruling 
of 
October 15, 1958 
to 
Secretary of Agriculture 


FOREWORD 


On October 15, 1958, the Comptroller General addressed 
a second letter to the Secretary of Agriculture on the subject 
of the lending authority of REA. Although he has made sub- 
stantial changes in his first ruling, he still holds that Congress 
did not mean what is so clearly said in the Rural Electrifica- 
tion Act—and his new ruling is still completely in error and 
utterly destructive of the rural electrification program. 


In his first letter to the Secretary of Agriculture, dated 
July 21, 1958, the Comptroller General ruled: 


1. That the Administrator of REA had no authority to 
make loans to provide electric service “to an area already 
served by private power companies when such companies are 
willing to provide adequate central station service to persons 
within the area who are not tied to the power lines.” (emphasis 
supplied). No definition of “area” was furnished and no limita- 
tion was placed upon the extent of the “‘area” which could not 
be reached by REA loans. 


2. In addition to this general ruling that applies to all 
REA loans, the Comptroller General also ruled that, in the 
specific case in question, a new plant being constructed by a 
company which was receiving 25 cycle electric service from a 
power company at an old plant could not be considered a person 
not receiving central station service even though the following 
facts were established by the cooperatives and the Department 
of Agriculture: (a) the new plant was 160 feet from the old 
plant; (b) the new plant was a completely separate operation 
from the old plant; (c) the new plant required 60 cycle service 
and to give such service the power company would have to 
spend approximately $100,000 to reconstruct its existing facili- 
ties running to the old plant and to extend heavy transmission 
facilities for 160 feet; (d) the consumer’s capital investment 
in the new plant greatly exceeded its capital investment in the 
old plant; (e) the power requirements of the new plant greatly 
exceeded the power requirements of the old plant; (f) ‘There 
is a respectable body of technical and engineering opinion that 
25 cycle service is outmoded and obsolete, and therefore is not 
adequate central station service”; (g) the location and scope of 
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the new plant were determined by the consumer on the basis of 
its desire for a new electric supplier; (h) the new plant was in 
territory already being served by the cooperative and the co- 
operative was already serving a housing facility of the com- 
pany on the same site; and (i) the rate which the power com- 
pany wanted to charge for service to the new plant was so high 
that it would make the plant uneconomical to operate. 


3. Because, in the opinion of the Comptroller General, the 
loan made by REA to enable the cooperative to serve the new 
plant was unauthorized, the Administrator was directed to take 
steps “‘to recover immediately . . . the amount advanced... .” 


In briefs which were filed by the Department of Agricul- 
ture, NRECA and the cooperatives involved, with the Comp- 
troller General in reply to his first letter, the following was 
clearly and definitely established: The Comptroller General’s 
ruling was completely without basis. That ruling had attempted 
to rewrite the Rural Electrification Act, which in plain language 
gave the Administrator the right to make loans to serve all 
“persons in rural areas who are not receiving central station 
service. ...” It misused what little legislative history it re- 
ferred to and failed to consider the large mass of legislative 
history which clearly supported the Administrator. It mis- 
interpreted an opinion of a Solicitor of the Department of Agri- 
culture and ignored the fact that for 23 years the Administra- 
tor had been making such loans and that every Government 
official and lawyer charged with the legal interpretation of the 
Rural Electrification Act had approved the making of such 
loans. It ignored the fact that Congress was well aware that 
the Administrator was making such loans and by its continued 
appropriations without restrictions approved the making of 
such loans. It also ignored the fact that a United States Dis- 
trict Court had approved the Administrator’s power to make 
such loans. And it ignored the fact that the Department of 
Justice had taken a firm stand on the question in full support 
of the Department of Agriculture’s position. 


Comptroller Reaffirms His Position 


Despite the clear demonstration in those briefs that his 
original ruling was completely and wholly without basis, the 
Comptroller General has in effect reaffirmed his position. Where- 
as his original ruling was set forth in 8 pages, he now takes 25 
pages to explain and clarify that ruling. 

In his letter of October 15, the Comptroller General holds: 

1. That what he meant by his first letter when he said that 
REA loans could not be made to “furnish power to an area 
already served by private power companies when such com- 
panies are willing to provide adequate central station service 
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to persons within the area who are not tied to the power lines,” 
was that persons who were located “on”, or “along side of”, 
or “adjacent to”, or “within a reasonable distance of” the power 
lines of a power company could not be served by facilities finan- 
ced by REA if the power company were willing to serve them 
at a “reasonable price.” Thus, although he denies that this 
constitutes a “new” ruling, it is in fact new, since the “area” 
placed outside the reach of REA loans has been reduced—al- 
though, as before, none can say just what the area is—and the 
completely new requirement has been added that the service 
offered by the power company must be at “a reasonable price”. 

2. The loan in question is still unauthorized, according to 
the Comptroller General, on both the ground of his general “in- 
terpretation” of the lending authority of the Administrator 
and on the ground that the new plant was not an unserved person. 

3. Although he still holds that the loan was improper, the 
Comptroller General no longer requires the Administrator to 
take steps to obtain the immediate return of the loan funds, since 
they have been expended and the cooperative is under contract 
to return them. 

The October 15 ruling is as completely wrong and without 
basis as was the July 21 letter—and the Comptroller General 
has followed the same disregard of ethical practice and of Gov- 
ernmental procedure that marked his actions in connection with 
his first letter. Before issuing his first letter he had given no 
indication whatsoever that he was considering changing the 
fundamental powers of the Administrator under the Rural Elec- 
trification Act. He not only did not notify the Cooperatives or 
the Department of Agriculture that he was considering making 
such a momentous ruling, he did not even take the trouble to 
raise the questions which he had in his mind or to discuss the 
matter in any preliminary fashion. Instead, after making only 
routine inquiries of the Department, he issued his power company 
ruling completely “out of the blue.” 

Similarly, in issuing this new “interpretation” and “clari- 
fication” of his first ruling, he has not even taken the trouble 
to check facts or assumptions with anyone other than the power 
company, although a mere ’phone call to the Department or the 
Cooperative could have given him the necessary information. 
Thus, he “assumes” every fact that would seem to support his 
predetermined position except where he uses information which 
he has obviously obtained from the power company after the 
briefs were filed. 

' This second letter and: ruling, as will be demonstrated, is as 
completely without basis as the first. In the detailed analysis 
which follows, points are discussed in the order in which they 
appear in the Comptroller General’s letter, with general observa- 
tions at the end. 
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I 


The Comptroller General Attempts to Change the Clear 
Meaning of the RE Act 


It must first be noted that even the Comptroller General 
admits that. the language of the Rural Electrification Act grants 
the Administrator the right to lend money to bring electric 
service to any unserved person in any rural area, but he seeks 
to change the meaning of the Act by the use of legislative history. 

As has been definitely established by the briefs submitted 
to him on his letter of July 21, and as will be demonstrated 
again below herein, the legislative history lends the Comptroller 
General no support, but instead clearly supports the Adminis- 
trator. Nevertheless, to clearly understand the Comptroller 
General’s completely erroneous and partisan handling of this 
matter, let us consider his treatment of the legal question in- 
volving his right to look behind the plain language of the statute. 

If there is any one outstanding characteristic which dis- 
tinguishes both of the Comptroller General’s letters, it is that of 
citing language out of context and stating legal propositions 
incorrectly. Thus, the Comptroller General attempts to justify 
his disregard of the clear and unambiguous language of the 
Rural Electrification Act by quoting from text authorities and 
cases to justify his looking at the legislative history, despite 
the fact that the law is clear to the effect that legislative his- 
tory cannot be resorted to to change the plain meaning of clear 
and unambiguous statutory language. As in all other instances, 
the authorities cited by the Comptroller General do not support 
his position. 

The Comptroller General first refers to Sutherland, Statu- 
tory Construction, from whom NRECA quoted in its previous 
brief, and attempts to demonstrate from that quotation that 
he had the right to use the legislative history in his endeavor to 
establish that the clear and unambiguous words of the statute do 
not mean what they say. The quotation used by the Comp- 
troller General itself starts out with these words: 

“The most common rule of statutory interpretation is 

the rule that a statute clear and unambiguous on its 

face need not and cannot be interpreted by a court and 

only those statutes which are ambiguous and of doubt- 

ful meaning are subject to the process of statutory in- 

terpretation.” 

The remainder of the quotation in the Comptroller Gen- 
eral’s letter indicates that the author is to some extent per- 
sonally critical of the rule and feels that if “the words are 
sufficiently flexible’ (emphasis supplied), they should be con- 
strued. Nowhere does he even imply that the rule is not as 
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stated in his first sentence and in NRECA’s brief. His position 
is made clear by Sec. 4706, from which the Comptroller General 
quotes, but as usual omits that part which makes it clear he 
could not properly do that which he has done in the instant case. 
The omitted language which follows immediately after the 
Comptroller General’s language reads: (Sec. 4706) 

“While the intention of the legislature must be ascer- 

tained from the words used to express it, the manifest 

reason and obvious purpose of the law should not be 
sacrificed to a literal interpretation of such words. Thus 
words or clauses may be enlarged or restricted to har- 
monize with other provisions of an act. The particular 
inquiry is not what is the abstract force of the words 

or what they may comprehend, but in what sense were 

they intended to be used in the act. The sense in which 

they were used by the legislature furnishes the rule of 
interpretation and when this cannot be determined from 

the context of the act, the court may resort to extrinsic 

aids. Obviously, if the words of the act indicate the 

legislative intent other sources may not be resorted to 

to establish a meaning contrary to that intention.” 

(emphasis supplied) 

There are also quotations from four cases in the Comp- 
troller General’s letter in support of his position that he had 
the right to resort to the legislative history in our case. It is 
sufficient to say that in each of those cases the language of the 
statute being interpreted obviously was not clear and unam- 
biguous. 

In Boston Sand and Gravel Company v. United States, 271 
U.S. 41, the case hinged on the meaning of the words “legal 
damages” as used technically in a jurisdictional statute. The 
Court found this language to be ambiguous, since “legal dam- 
ages” may or may not include “interest,” and that it did not 
include interest in this instance. In Harrison v. Northern Trust 
Company, 317 U.S. 476, the Court found it necessary to inter- 
pret the words “payable out of” in a tax statute, because al- 
though apparently clear in meaning on a “superficial examina- 
tion” of the statute they were not clear on a careful reading. 
In United States v. Dickerson, 310 U.S. 554, in the paragraph 
of the opinion cited by the Comptroller General, the Court itself 
emphasized that the words being interpreted did not have a 
“settled meaning’. In Puerto Rico v. The Shell Company, 302 
U.S. 253, the Court had to decide whether or not Puerto Rico 
was a “territory” within the meaning of that word as used in 
the statute. The Court made it crystal clear that the word is 
ambiguous, since: when used in its comprehensive sense it em- 
braces “all organized territories, whether incorporated in the 
United States or not, including Puerto Rico,’ while when used 
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in a technical sense it includes only possessions within the reach 
of the Sixth and Seventh Amendments. 

After citing these few “authorities” for a proposition that 
does not exist in the law, the Comptroller General dismisses the 
dozens and dozens of cases and the text authorities which clearly 
show him to be wrong by stating “. . . although we realize 
there are other Supreme Court cases to the contrary.” Since we 
have fully demonstrated how wrong he is by citation of many 
of the authorities in our brief filed in opposition to the Comp- 
troller General’s first letter, we shall not repeat those authorities 
here. However, we shall quote again Chief Justice Vinson’s 
excellent summation of the law on this point. 

“. . . The short answer is that there is no need to refer 

to the legislative history where the statutory language 

is clear. “The plain words and meaning of a statute can- 

not be overcome by a legislative history which through 

strained processes of deduction from events of wholly 

ambiguous significance, may furnish dubious bases for 

inferences in every direction.’ Gemsco v. Walling, 324 

U.S. 244, 260 (1945). This canon of construction has 

received constant adherence in our decisions.” Ex 

‘Parte, Collett, 337 U.S. 561 (1949) 

We have discussed the Comptroller General’s misstatement 
of this principle of statutory construction merely to show the 
pattern of his biased and partisan treatment of the rights of 


REA borrowers. The point actually is a completely academic 
one since, as firmly established in the briefs filed by the Depart- 
ment of Agriculture and NRECA, and as will be confirmed in 
this analysis, the legislative history of the Act irrefutably re- 
veals the incorrectness of the Comptroller General’s position. 


II 


Comptroller General Now Offers a New Meaning of the 
Word “Area” 


In his first ruling, the Comptroller General plainly states 
“. . . that the purpose of the central station service limitation 
was to exclude loans for the purpose of paralleling existing sys- 
tems or creating competition with existing facilities by prohibit- 
ing the use of loan funds for the construction of transmission 
lines and substations to furnish power to an area already served 
by private power companies when such companies are willing 
to provide adequate central station service to persons within 
the area who are not tied to the power lines”. (emphasis sup- 
plied) 

This is a clear statement that cannot be misinterpreted. 
The only possible interpretation is to exclude as beneficiaries of 
REA loans those persons in rural areas who, even though un- 
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served, are within an area already served by private power com- 
panies when those companies are willing to serve those persons. 
The word “area” is not defined in the quoted part or in any 
other part of the first letter. Therefore, subject only to the in- 
terpretation of the word “area’’, the quoted statement clearly 
means that if the power company were willing to extend its lines 
to serve the unserved persons, the Administrator cannot make 
loans for that purpose. And his misuse of the legislative history 
quotations, as well as his underlining of certain parts of those 
quotations, show that the Comptroller General at that time meant 
just what he said. 

Now, instead of admitting that he wants to change his 
opinion, he has the temerity to say that what his first opinion 
meant was that only those unserved persons who were “on’, 
or “along side of”, or “adjacent to’, or “within a reasonable 
distance of”, the power company lines were outside the reach 
of REA loans. And to prove that that is what his first opinion 
says, he now underlines the words “who are not tied to the 
power lines”. 


Here is what he says: 


‘*.. . we would like to say that there has apparently 
been a misunderstanding as to the scope of the state- 
ment in our letter concerning the purpose of this limi- 
tation as disclosed by the legislative history thereof. 
While we used the word “area” in our statement, we 
had in mind the factual situation involved in the case 
we were considering, that is, where the unserved person 
was located, in effect, on, i.e., along side of, existing 
power lines and the owner of the lines was ready, 
willing and able to furnish adequate central station 
service to the unserved person at a reasonable price. 
You will note that in the statement in question we used 
the phrase ‘who are not tied to the power lines.’ We 
contemplated only situations where the unserved per- 
sons were located on a power line, that is, where the 
power line ran to or along side of, the property to be 
served and where the owner of the power line was ready, 
willing and able to furnish adequate central station 
service at a reasonable price to the unserved person.” 


One must ask what dictionary the Comptroller General is 
using. Certainly, if it is any known dictionary of the English 
language, then when he discusses persons “who are not tied 
to the power lines” it can only mean those “who are not con- 
nected with the power lines”—and they can be “not connected” 
if they are a foot or a mile away. How the Comptroller General 
can contend that persons “who are not tied to the power lines” 
in any area means only those persons who are “on”, or “along 
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side of”, or “adjacent to”, or “within a reasonable distance of”, 
the company’s power lines is beyond comprehension. 

Thus, right at the outset, the Comptroller General demon- 
strates that he still has no intention whatsoever of adopting 
a logical and judicious approach. And this is in keeping -with 
his unethical treatment of the interested parties and their briefs. 
The briefs submitted to him by all interested parties in answer 
to his first letter were, of course, directed to what he said in 
that letter. He has now made these important changes in that 
letter. Instead of notifying the interested parties in advance 
of the changes he was going to make so as to give them an 
opportunity to rewrite their arguments and to cite authorities 
directed to the new ruling, he merely issues the new ruling 
and in it attempts to dismiss the arguments in the briefs filed 
just as though they had been filed in answer to this second 
letter and not to the first letter. 

It happens that the briefs submitted were comprehensive 
enough to show that even this revised opinion of the Comptroller 
General is completely without basis, but this still does not ex- 
cuse the actions of the Comptroller General in not giving the 
parties an opportunity to point their briefs directly to his new 
position and in discussing their briefs as though they had been 
so written. 


III 


The Comptroller General Still Misinterprets the Rural 
Electrification Act 


Although he has changed his definition of “area” the Comp- 
troiler General is still using the same erroneous approach that 
he used in his first letter. The basic fallacy of the Comptroller 
General’s reasoning in both of his letters is that he chooses to 
interpret the Rural Electrification Act as giving authority to 
the Administrator to lend money only to serve “rural areas” 
rather than “persons in rural areas”. (emphasis supplied) 

The plain language of the Rural Electrification Act states 
that the Administrator is authorized to make loans to provide 
electric service “to persons in rural areas who are not receiving 
central station service ...” (emphasis supplied). Obviously, 
the test under the Act is merely whether the person to be served 
through the REA loan is an unserved person living in a rural 
area. Where he lives in the rural area is completely unimpor- 
tant because, if he is in fact in a rural area and is unserved, 
REA can make a loan to provide him with service. 

As will be shown, the legislative history shows clearly that 
Congress intended just what it said in the Rural Electrification 
Act and for 23 years the various Administrators of REA have 
made loans in conformity with this plain statement of the law. 
Despite this, the. Comptroller General still chooses to rewrite 
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the Rural Electrification Act to make it provide that the Ad- 
ministrator can make loans only to serve unserved persons who 
live in some rural areas, and has held that the Administrator 
cannot make loans to provide electric services to persons who 
live in other rural areas. All that he has done in his second 
opinion, with respect to this basic point, is to define the rural 
area whose unserved persons cannot be the beneficiaries of an 
REA loan. 


IV 


The Comptroller General Still Quotes Legislative History 
Out of Context 


As in his original letter, the Comptroller General still per- 
sists in quoting passages irom the legislative history out of 
context and in adopting tortuous and erroneous interpretations 
of what he quotes. 

It should be noted at the outset that in any lengthy debate or 
discussion language can be found which, when taken out of 
context, may seem to have a meaning different from the meaning 
of the discussion as a whole. That is why it can be so misleading 
to quote statements out of context. Also, supplying emphasis 
to the wrong parts of quoted passages can mislead. As he 
did before, the Comptroller General has used both of these mis- 
leading devices in his latest opinion. 

Without repeating all that was said in the brief that was 
submitted in opposition to his first letter, it can be shown very 
easily how completely wrong the Comptroller General still is 
by just a short reference to some of the legislative history. 
Thus, twist and turn as he will, the Comptroller General cannot 
change the meaning of Senator Norris’* reply to Senator King, 
when he said that although loans could not be made to serve 
persons in power company areas who were already receiving 
service from the power company, they could be made to serve 
persons in the power company areas who were not receiving 
service: 

“Not to those already receiving it, but it might come 

into the 10-mile area and supply farmers who were not 

receiving it. That is a distinction which I think ought 

to be drawn.” (80 Cong. Rec. 2752, Part 3) 

Nor can the Comptroller General destroy the plain meaning 
of these other statements of Senator Norris: 

“The Senator says ‘come in competition’. They would 

not come in competition with farms already supplied 


*Senator George Norris was co-author ani chief Senate sponsor of the 
bill which became the Rural Electrification Act of 1936. 
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“There is no intention of going into a farming com- 

munity which is already supplied with electric current 

and forming farm organizations there and having them 

built up to go into competition, as the Senator suggests, 

with farms who are already getting their electric cur- 

rent from a central station.” (80 Cong. Rec. 2752, 

Part 3) 

How does the Comptroller General handle these clear and 
direct statements that the Act means what it says? By saying: 
“*. . . we do not feel the Senator intended to imply that loans 
could be made for the purpose of going into the farming com- 
munity he refers to, to furnish electricity to farms located on, 
i.e., adjacent to, power lines therein but not tied to such lines 

.’. This is beyond comprehension! Senator Norris plainly 
and clearly says that they can do it. Yet the Comptroller Gen- 
eral says that he, the Comptroller General, ‘‘does not feel’’ that 
Senator Norris meant what he said. At least he is being con- 
sistent, because the whole purpose of his opinion is to establish 
that he, the Comptroller General, “does not feel” that Congress 
meant what it so plainly said in the Rural Electrification Act. 

Then, again, the Comptroller General has the audacity to 
quote Congressman Rayburn and to attempt again to twist and 
misconstrue the plain meaning of his words. Congressman 
Rayburn, the other co-author of the bill, made the flat state- 
ment that the purpose of the Rural Electrification Act was to 
serve the unserved and not to punish anyone, or to parallel 
anyone’s lines, or to enter into competition with them. The 
clear meaning of his words shows that when he speaks of “par- 
alleling facilities” or of “competition”, he means service to per- 
sons already being served by power companies. Thus, he says: 

“May I say to the gentleman that we are not, in this 

bill, intending to go out and compete with anybody. By 

this bill we hope to bring electrification to people who 

do not now have it. This bill was not written on the 

theory that we were going to punish somebody or par- 

allel their lines or enter into competition with them.” 

(emphasis supplied) (80 Cong. Rec. 5283, Part 5) 

Could anything be clearer? Congressman Rayburn says 
that the purpose is to serve people ‘who do not now have’”’ electric 
service. Then he says that it is not the purpose of the bill to 
go into competition with power companies, or punish them, or 
parallel their facilities. It could not be more clear that Congress- 
man Rayburn in his use of the words “parallel” and “competi- 
tion” had in mind only that type of paralleling and competition 
which involves bringing REA-financed service to those who are 
already being served by the power companies. 

But what does the Comptroller General say? He says: 

“We feel that the proper interpretation of this state- 
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ment in the light of the House hearings is that the 

sponsor of the bill in the House did not contemplate the 

paralleling of existing lines, at least for the purpose of 
furnishing electricity to unserved persons located on 
those lines, and that the ‘persons who do not now have 

it’ referred to in the statement are those not located on 

power lines, but those located beyond, or at least not 

within a reasonable distance (as determined by the Ad- 
ministrator of REA) of, power lines.” (emphasis sup- 
plied) 

Although, as will be later demonstrated, it is impossible to 
understand just what the Comptroller General means, it is per- 
fectly clear that he cannot mean what Congressman Rayburn 
means. And it can once more be noted that the Comptroller Gen- 
eral is at least consistent. Starting with his misinterpretation of 
the Rural Electrification Act, he consistently and persistently 
misinterprets everything else he quotes. 


Curious Handling of Legislative History 


The handling of the legislative history by the Comptroller 
General is a perfect illustration.of how legislative history should 
not be handled. Consider, first, his treatment of Senator King’s 
abortive attempt to do by amendment what the Comptroller Gen- 
eral now wishes to do by administrative fiat. Senator King 
wanted to expressly prohibit the use of REA loan funds to pro- 
vide service in any area where power company facilities existed. 
Senator King introduced an amendment providing that loans 
could be made to serve only those persons in rural areas “for 
whom such service may not be furnished or made available by 
competing private enterprise.” The fate of this amendment is 
not shown in the Congressional Record. Later, he introduced 
another amendment, containing the above provision and other 
provisions on other points. This amendment was defeated. 

The Comptroller General states that since the amendment 
contained other provisions, it may have been rejected because 
the Senate did not want to adopt these other provisions. He 
refuses to yield at all, or to even note that the normal—and 
proper—interpretation of the Senate’s action was that it opposed 
all of the provisions in the amendment. Had the Senate favored 
any of them, it would have amended the amendment and would 
have adopted those provisions which it favored. 

The Comptroller General’s treatment of the legislative his- 
tory of the King amendment is a sorry demonstration of his bias, 
even standing alone. However, when coupled with his handling 
of another facet of the legislative history, it becomes unbeliev- 
able. The briefs previously submitted to the Comptroller General 
pointed out that the Senate version of the bill first provided only 
for service to unserved rural “areas”. As thus written, it might 
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have been susceptible of the interpretation which Senator King 
wished to give it by specific language, and which the Comptroller 
General is now struggling so mightily to give it. However, the 
Senate amended the original version of the bill to make it pro- 
vide for service to “persons in rural areas”. By doing this, the 
Senate made it crystal clear that the test to be used in making 
REA loans was only whether the “person” in the rural area was 
unserved, and not whether the “area” itself was unserved. The 
Comptroller General does not even comment upon this most per- 
suasive, perhaps conclusive, piece of legislative history, although 
it was emphasized in the briefs submitted to him. 

The Comptroller General, in his new letter, now quotes at 
great length from the House Hearings on the Bill. In his 
original decision, the Comptroller General made no reference 
to those Hearings, but after NRECA pointed to specific state- 
ments in those Hearings which opposed his position, he has now 
gone to those Hearings—not, however, to seek the facts, but 
only to find material which, when taken out of context, seems 
to support his predetermined power company position. 

As has already been noted, in any lengthy legislative his- 
tory, statements can be found which, when taken out of context, 
would support almost any position. Thus, parts of the House 
Hearings, taken by themselves, may seem to support the Comp- 
troller General—and, therefore, like the partisan that he is in 
this dispute, he uses those parts, but fails to relate them to the 
entire legislative history, or even to show the proper context in 
which they occurred. 

Thus, the Comptroller General fails to mention that the 
testimony to which he refers had mostly to do with some of 
the policies, as distinguished from powers, which REA, as a 
new, temporary and experimental agency, was following in a 
period when it had no enabling statute, had limited funds, had 
made but a few loans, and had actually financed the construc- 
tion of very few lines. 

In those early days, the first loans were not made to serve 
people who were close to, and could get service from, power com- 
pany lines. With millions of rural people not receiving service. 
with entire rural areas without service, the early loans were 
made to serve those who could not get service in any other way. 
Thus, Mr. Cooke, the then Administrator, testified that if a 
power company told him it would extend its lines, even build 
- extensions of half a mile, to reach people within a year’s time, 
he, Mr. Cooke, did what he could to auiet public agitation in 
the area and let the power company follow its plan. Obviously, 
Mr. Cooke was not speaking of his power to make loans under 
the new Act that was being considered, but only of the policy 
he was following in the first months of the new and experi- 
mental program. Even the Comptroller General would have to 
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admit that. Even he does not contend that the Administrator 
lacks the power to make loans to serve people whom the power 
company promises to serve within a year by building extensions 
up to one-half mile each. 

However, when Mr. Cooke was asked the specific question 
in point, his answer was clear: 

“Mr. Huddleston. I am correct, am I not, in saying that 

the fundamental purpose of this bill is to give electric 

service to those who do not now have it. 

“Mr. Cooke. Those who do not now have it.” 

* Ba * ok 


“Mr. Huddleston. May I say that my questions are not 

addressed to the matter of competition or duplication 

of service, but to the fundamental purpose of the bill. 

You want to give electric current to farmers who now 

have not got it. 

“Mr. Cooke. That is right.” (Pages 56-57 House 

Hearings) 

*, 1 if (@ 

Thus, the three pages of quotations from the House Hear- 
ings which the Comptroller General now includes in his new 
ruling do not help his position. As with all other of his quota- 
tions, they are offered for what they do not support. 

It is perfectly amazing how the Comptroller General, after 
devoting so much space to quotations that are not relevant, still 
completely ignores so much of the pertinent legislative history 
that was cited to him in the briefs that were submitted in an- 
swer to his first letter. The Department of Agriculture, in its 
brief, showed that time and again the meaning of the REA 
statutory loan authorization was discussed and explained to 
Congressional Committee after Congressional Committee, and 
always in the same way, and to the satisfaction of those com- 
mittees, and exactly consistent with the position now taken by 
REA. Always it was pointed out to the committees that REA 
loan funds were available to provide service to any person in a 
rural area who was not already receiving central station service. 
It did not matter where that person was located in relation to 
power company lines. The brief filed by the Department of 
Agriculture with the Comptroller General in answer to his first 
letter contains the actual quotations from testimony to such 
effect before the Congressional Committees. 

A sample of this testimony, as quoted in the Department’s 
brief, follows: 

“Mr. Nicholson: We can’t with Government money, 

fmance the extension of cooperative service to farmers 

already served, even if they want-it. There are many 
cases where a farmer served by a utility company would 

like to take the meter out and put in a cooperative 
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meter, but under this law as drawn we have no author- 

ity to do that. But if the farmer does not have service, 

no matter where he lives, we have every right under 

this law to finance the extension of service to him, if he 

wants the service from a borrower that we finance.” 

(emphasis supplied) (Hearing, Senate Subcommittee 

on S. 89, April 2, 1945, P. 15.) 

The Comptroller General is silent on this and similar quo- 
tations in the Department’s brief. He dismisses the entire 
matter by saying: 

“The Acting Secretary now advises that REA has kept 

the Congress fully informed of its activities over the 

years and indicates that the Congress has acquiesced 

in REA’s making loans for the purpose of serving any 

unserved persons; and that it has been REA’s uniform 

administrative practice over the past 22 years to make 
loans to bring electric service to all unserved persons in 
rural areas, and reiterates that this has been so without 
regard to the “availability” of service from other 
sources. . . . However, the long-continued practice as 
reported by the Acting Secretary, if carried on with 

Congressional knowledge would tend to support the 

Department’s position, or at least, indicate Congres- 

sional acquiescence in the practice followed by the De- 

partment. In view of the foregoing we will take such 
action as may be necessary to insure Congressional 
knowledge of the interpretation of the Act by REA and 

the practices followed by including a discussion of the 

matter in the report referred to in the last paragraph 

of this letter.” (emphasis supplied) 

This is insulting and beyond comprehension. The statement 
of the Department that Congress has always known that REA 
has interpreted and applied statute as written is backed up by 
specific quotations from Congressional Hearings. But the Comp- 
troller General will neither comment upon nor accept this clear 
evidence of the truth of the Department’s statement. In effect, 
the Comptroller General is saying that he doesn’t believe either 
the Department or the evidence furnished by the Department. 
There appears to be no limit to the lengths the Comptroller 
General will go to damage the rural electrification program. 


V 
The Comptroller General Misinterprets Legal Opinion of USDA 


Perhaps the most outrageous of all the horrible examples of 
mistreatment of quotations in the Comptroller General’s letter 
is his mistreatment of an opinion of the Solicitor of the Depart- 
ment of Agriculture, written in 1942. In the first place, the 


opinic 
where 
order 
to the 
to th 
volver 
state: 
its es 
finan 
made 
Clear 


comp: 
This 

Gene! 
Othe! 
trolle 





MODIFYING REORGANIZATIONS PLANS 85 


opinion was written with respect to acquisitions, i.e., situations 
where the REA borrower sought to acquire existing facilities in 
order to serve additional unserved persons. It was not directed 
to the question here involved. Nevertheless, even that opinion, 
to the extent that it does indirectly touch on the point here in- 
volved, definitely substantiates our position. In it the Solicitor 
states that “where the effect of a proposed loan, regardless of 
its essential purpose, would be to substitute competitive REA- 
financed service to persons already served, the loan may not be 
made”. Note the use of the word “competitive” in this context. 
Clearly and obviously, what the Solicitor had in mind was the 
competition involved in serving persons already being served. 
This sentence is included in the part quoted by the Comptroller 
General, but he makes no reference to it in his discussion. 
Other parts of that same opinion—and not quoted by the Comp- 
troller General—read: 

“The purpose of a loan made pursuant to the Rural 

Electrification Act must be to bring electricity to ‘per- 

sons in rural areas who are not receiving central station 

service.’ (emphasis supplied). Section 13 of the Act 
defines ‘rural area’ ‘as any area of the United States 

not included within the boundaries of any city, village 

or borough having a population in excess of fifteen 

hundred inhabitants’ .. .”. 

This quotation from the Act appearing in the Solicitor’s 
opinion clearly shows that any person in any rural area out- 
side of the boundaries of a city, etc., having a population in excess 
of fifteen hundred is eligible to be the beneficiary of an REA 
loan. But this part of the Solicitor’s opinion is not quoted or 
referred to by the Comptroller General. 

Again, in this same opinion, the Solicitor stated: “In other 
words, the unserved persons whose benefit is the purpose of 
the loan must be in ‘rural areas’ .. .” This also is not referred 
to by the Comptroller General. He completely ignores the fact 
that the Solicitor, as shown by the above quotations, and by some 
15 other statements to the same effect in that opinion, uses the 
word “competition” to mean only competition to serve persons 
already served. Instead, the Comptroller General makes the 
wholly unfounded statement that the word “competition”, as 
used by the Solicitor, means the construction of any REA- 
financed lines in the same area where there are power company 
lines and then he “interprets” the Solicitor’s opinion as mean- 
ing that REA loans are not available for that kind of compe- 
tition. 

To get the full impact of this unbelievable argument of the 
Comptroller General, we must remember that at the time the 
opinion of the Solicitor which he discusses was written, Vincent 
D. Nicholson was the lawyer in the Department of Agriculture 
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who was in charge of the legal work for REA. The Solicitor’s 
opinion referred to by the Comptroller General was actually 
written by him and members of his staff, although this was done 
in consultation with the Solicitor and the Solicitor signed the 
opinion. This is normal Government procedure, as the Comp- 
troller General well knows. 

Mr. Nicholson, time and again, in testifying before Congres- 
sional Committees, gave the same description of the Adminis- 
trator’s loan powers that has always been given, even though 
the Comptroller General would now change those powers. (See 
Department of Agriculture’s answer to first letter.) Mr. Nichol- 
son did that with full knowledge of the opinion for which he 
had had the major responsibility. His staff, some of whom 
worked on that same opinion, always gave that same interpreta- 
tion—and since the time of Mr. Nicholson’s death, every suc- 
cessor, and every Solicitor and General Counsel of the Depart- 
ment of Agriculture, and every member of the legal staff servic- 
ing REA, has given the same interpretation. 

Thus, in Solicitor’s opinion No. 5564, dated as recently as 
June 5, 1958, which was referred to in the Department’s brief, 
we find this flat statement on the lending authority of the Ad- 
ministrator : 


“Thus, the provision, in section 4, authorizing loans for 
the purpose of furnishing electric energy to persons 
‘not receiving central station service’, can be viewed 
both as (1) an assurance that REA funds would be ex- 
pended for the benefit of the unserved, and (2) an assur- 
ance that REA funds would not be used to take existing 
customers away from their present suppliers. The in- 
clusion of the ‘rural area’ provision, in addition to the 
‘central station service’ provision, may have indicated 
a judgment on the part of the Congress that such urban 
areas either were being, or unquestionably would be, 
supplied with central station service by non-REA bor- 
rowers. Such inclusion may, therefore, have indicated 
a general intention to exclude REA financing with re- 
spect to areas so densely populated as to justify a con- 
clusion that all persons in such areas who desired elec- 
tric service could readily obtain it from the power com- 
panies. It should be noted, however, that the authori- 
zation in section 4 of the RE Act is not phrased in 
terms of areas, but relates to ‘persons in rural areas 
who are not receiving central station service .. .” This 
was pointed out in the course of the Senate debate, as 
follows: 

‘Mr. King. If an organization were formed beyond 

the 10-mile limit to which I have just referred and 

within which limit the farmers are supplied with 
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electric energy, that organization would not be 
permitted to come back into the 10-mile area to 
furnish light to farmers already receiving it? 
‘Mr. Norris. Not to those already receiving it, but 
it might come into the 10-mile area and supply 
farmers who were not receiving it. That is a dis- 
tinction which I think ought to be drawn.’ (80 
Cong. Rec. 2752.) 

“Thus, the effect of the ‘rural area’ provision, in con- 

junction with the ‘central station service’ provision, is 

that REA may finance service to unserved individuals 

in a rural area, even though the area in general is served 

by another supplier, but may not do so in a non-rural 

area.” 

Numerous other opinions of the Solicitor of the Depart- 
ment of Agriculture have held to the same effect. In this con- 
nection see Opinions numbered: 4586, 4962, 4981, 4982, 5206, 
5218, 5216, 5217, 5338, and 5385. 

The Department of Agriculture, in its brief, pointed out 
most of these facts in support of its statement that the Comp- 
troller General’s position “is in conflict with the position unani- 
mously adopted by the Solicitors and General Counsel of the 
Department of Agriculture . . .” The brief submitted on behalf 
of NRECA, which was prepared by two attorneys who had had 
many years of service on the legal staff serving REA, also stated 
this fact from the personal knowledge of those attorneys. De- 
spite all this, the Comptroller General still persists in saying that 
the opinion of the Solicitor referred to substantiates his impos- 
sible position. 


VI 


Comptroller General Reverses Opinions of His Predecessors 


Previous opinions of the Comptroller General have clearly 
placed in the Administrator of REA the responsibility and author- 
ity to determine in each instance whether a particular loan appli- 
cation meets the requirements of the Rural Electrification Act. 
The very quotations from those opinions which are now set forth 
in the new ruling of this Comptroller General clearly demon- 
strate this point. 

Thus, the present Comptroller General quotes from the letter 
of a previous Comptroller General, dated March 12, 1943, B- 
32920, as follows: 

“Of course, the question as to whether the basic purpose 

of a proposed loan in a particular case is to provide elec- 

tric service to unserved persons in rural areas is a mat- 

ter for determination administratively, rather than by 

this office, after a thorough consideration of the perti- 

nent facts and circumstances in the case.” 
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He also quotes from another letter written by a Comptroller 
General in 1943, in which it is clearly stated that these ques- 
tions are for determination administratively rather than by the 
Comptroller General. (This last quotation ends with the quali- 
fication that the Administrator’s discretion may not be abused. 
This qualification will be discussed later, under point VII, in 
its proper context.) 


Despite this clear evidence that previous Comptrollers Gen- 
eral have refused to interfere with the discretion of the Ad- 
ministrator, this Comptroller General not only persists in doing 
so, but insists that he is not departing from previous rulings. 


There is another important point to be noted in connection 
with our consideration of the difference between the attitude 
and actions of previous Comptrollers General and those of the 
present Comptroller General. Although no Comptroller General 
in the past has undertaken to specifically interpret the words 
“persons in rural areas who are not receiving central station 
service” as they appear in the Rural Electrification Act—prob- 
ably for the obvious reason that the language is so clear that 
it can have only one meaning—other Comptrollers General have 
shown that they both understood and accepted the plain meaning 
of the provision. 


In that very part of the letter written by the Comptroller 
General to a Congressman on February 3, 1943, which the 
present Comptroller General quotes, the then Comptroller Gen- 
eral states that the validity of a loan depends upon whether its 
basic purpose “. . . is to provide electric service to unserved 
persons in rural areas ...”. Also, in the quotation used by the 
present Comptroller General and set forth above, the basic pur- 
pose of a loan is again described as one “. . . to provide electric 
service to unserved persons in rural areas...”’. In that same 
letter, in a part not quoted by the present Comptroller General, 
it is stated that the power of the Administrator of REA to 
make loans must be “. . . viewed in the light of the controlling 
intent of the Congress to provide electric service to persons in 
rural areas not receiving central station service .. .”. (emphasis 
supplied) 

In another letter of a previous Comptroller General, written 
to Congressman Boren and dated December 1, 1942—from which 
the present Comptroller General does not quote—the then Comp- 
troller General refers to “. . . the essential statutory purpose 
of providing electricity to serve persons in rural areas. . .”. 


This constant reiteration in letters and opinions of previous 
Comptrollers General of the clear purpose of the Act to provide 
service to unserved persons in rural areas, without explanation 
or qualification, clearly demonstrates that they agreed with the 
action of the Administrator in applying the Rural Electrification 


Th 


A 
based 
namel 
unam 
to loo 
that ¢ 
ing to 
const; 
destr 
does 

mean 
] 
does 

“he f 
what 
est ¢ 
really 
have 
is an 
of cl 


Gene 
text, 
that 


now 
in 1$ 
ques 
the 

rath: 
tion 
bea 
of tl 





MODIFYING REORGANIZATIONS PLANS &9 


Act as written—and not as the present Comptroller General 
would rewrite that Act. 

How does the present Comptroller General treat this clear 
proof that he is reversing the rulings of previous Comptrollers 
General? By saying: “. .. we do not consider anything we 
said in our letter of July 21 to be diametrically opposed to 
the views of this Office as set forth by previous Comptrollers 
General” (emphasis supplied). 

We submit that he must stand alone in this judgment of 
his action. 


vil 


The Comptroller General Attempts To Make Legislative 
History Sound Ambiguous 


As demonstrated above herein, the Comptroller General has 
based his argument on a legal proposition that does not exist, 
namely, that even though the language of a statute is clear and 
unambiguous, and plain in meaning, it is yet permissible for him 
to look to the legislative history to change the plain meaning of 
that clear and unambiguous statutory language. Then, in turn- 
ing to the legislative history, he not merely misstates it, and mis- 
construes it, and omits from it those additional parts which 
destroy his position, but even as he misstates that history he 
does not dare say that the history clearly and unambiguously 
means what he wants it to mean. 

In fact, the most that even he dares to say is that “he 
does not believe” that a Senator means what he says, or that 
“he feels” that a Congressman means something different from 
what he says. Thus, even the Comptroller General at his strong- 
est can only say that “he feels”, “he believes”, that Congress 
really intended something different from what it said. So we 
have the Comptroller General using what he, in effect, claims 
is ambiguous legislative history to change the plain meaning 
of clear and unambiguous statutory language. 

This is indeed a new twist and we defy the Comptroller 
General to find any language, even language taken out of con- 
text, in any case or text book, that stands for the proposition 
that ambiguous legislative history can be so used. 

Thus, it becomes ludicrous when the Comptroller General 
now quotes from a letter of another Comptroller General written 
in 1948, in which the then Comptroller General states that the 
question of whether the basic purpose of a proposed loan meets 
the statutory requirements is for decision administratively 
rather than for the Comptroller General, “subject to the limita- 
tion that the Administrator’s discretion in this regard may not 
be abused’”—and the Comptroller General underscores this part 
of the quotation. 

How the Comptroller General can even dare speak of abuse 
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of discretion by the Administrator, in a case where the Comp- 
troller General must use non-existent law as an excuse for look- 
ing at legislative history which he contends is ambiguous in order 
to change the plain meaning of clear and unambiguous statutory 
language, is beyond comprehension. There is only one abuse in 
the present case, and that is the abuse by the Comptroller Gen- 
eral of his authority, his function, the law, the legislative history 
and all of the facts pertaining to the issue. 


Vill 


Comptroller General Demonstrates Determination To 
Undermine REA Program 


Space does not permit a paragraph by paragraph analysis 
of the Comptroller General’s opinion. Literally volumes could be 
written showing how, in every particular, the opinion is in error 
and shows the determination of the Comptroller General to 
damage the rural electrification program. 

Thus, he says that whether or not he has authority to review 
loans made by the Administrator, he intends to report to Congress 
any transaction which he feels is contrary to the intent of the 
statute—in this case, even though he admits the language of 
the statute clearly authorizes the loan in question. 

Then, in discussing our reference in our previous brief to 
the decision of the United States District Court for the District 
of Columbia in the case of Kansas City Power and Light Com- 
pany, et al v. McKay, et al, 115 F. Sup. 402, he deliberately 
ignores the fact that the District Court went into all of the 
merits of the case in a lengthy and careful opinion, and decided 
each substantive issue in favor of the Government, and in effect 
upheld our interpretation of the Administrator’s powers to make 
loans. The Comptroller General tries to dismiss this matter by 
stating that the case was finally decided on appeal in favor of 
the Government on the “standing to sue” question—a fact which 
we had pointed out in our brief—and he further states that the 
circumstances in the cited case were not the same as those in 
the instant case. No one said that they were—but the principle 
of law involved is precisely the same. 

In another case, not referred to by the Comptroller General, 
there is a holding on the meaning of statutory language which is 
directly analogous to the provision in the Rural Electrification 
Act that loans be made to furnish service to “. . . persons in 
rural areas who are not receiving central station service.” In 
the case of Williams Electric Coop. v. Montana-Dakota Utility 
Co., 79 N. W. (2d) 508 N.D., 1956), the Supreme Court of North 
Dakota had to interpret the words “not receiving similar service 
from another utility, or electric cooperative corporation .. .”. 
This is what the Court said: 
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“As used in the statute, the phrase not ‘receiving similar 
service from another utility, or electric cooperative 
corporation’, has reference to service in fact as distin- 
guished from ability to give service. There is no lan- 
guage in the statute from which it may be gathered 
that it was the intent of the legislature to extend the 
force of the statute to territory in which a utility or 
electric cooperative merely had the ability or desire to 
deliver electrical energy.” 


This ruling is directly in point—and in favor of the Depart- 
ment of Agriculture. But apparently this is not the kind of 
authority that the Comptroller General is interested in. There- 


fore, we find no reference to or discussion of such authority in 
his opinion. 


Fails To Mention Department Of Justice 


Further illustration of the Comptroller General’s biased atti- 
tude is found in his failure to even mention the firm position 
taken by the Department of Justice in support of the Adminis- 
trator’s position. As fully documented in the brief which NRECA 
filed with the Comptroller General in answer to his first letter, 
the Department of Justice, in briefs filed in cases contesting the 
Administrator’s lending authority, has flatly stated that such 


authority applies to all cases which involve service to unserved 
persons in rural areas, whether or not service is otherwise 
“available” to such persons. Yet this position of the Depart- 
ment of Justice is not only not accepted by the Comptroller 
General, but he does not even deign to mention it. 

The Comptroller General magnanimously does deign to 
accept the well established rule of law that Administrative 
rulings over a long period are entitled to considerable respect 
and weight, but then goes on to say that even if an adminis- 
trative determination is legally supportable under the language 
of a statute, if he considers it to be contrary to the evident 
spirit and intent of Congress in enacting the statute, he will 
report the matter to Congress. In the circumstances of this 
case, after his own plain demonstration that, even under his 
misuse and misinterpretation of the legislative history, the most 
that he can say is that “he feels’, or “believes”, or it “appears 
to him”, that the legislative history does not mean what it says 
—that he has “considerable doubt”—how the Comptroller Gen- 
eral can conclude that the Administrator’s action is contrary 
“to the evident spirit and intent of Congress in enacting that 
statute as disclosed by the legislative history thereof .. .” 
(emphasis supplied) is beyond comprehension. What clearer proof 
is needed of the “evident intent” of the Comptroller General to 
damage the rural electrification program? 
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The Comptroller General Uses Unverified Power Company 
Material and Assumptions 


When the Comptroller General turns his attention to the 
specific case involved, he demonstrates beyond doubt—if any 
doubt still remains—that he has only one purpose in mind: The 
destruction of the rural electrification program. What he has 
given us is not the carefully considered judicious opinion of one 
Government official passing upon the action of another Govern- 
ment official, but the biased one-sided presentation of the power 
company. Thus, he says “the record before us’, “it has been 
reported’, ‘we understand”, “it appears from the record’’, time 
and again in referring to facts which were not furnished him 
either by the Government or the cooperatives. Nor were those 
facts checked with these interested parties. Obviously, they 
could have been furnished him only by the power company. 

In addition, wherever there may be facts which militate 
against his position, he does not ask for the facts but he assumes 
the contrary. Thus, when the Department of Agriculture points 
out that the line in question was being used to serve 307 new 
consumers and could have been justified on that basis, the 
Comptroller General “assumes” that the loan would not have 
been made unless service to the new plant was included. 

And when the Department of Agriculture states that it is 
doubtful whether the service being rendered by the company 
at the old plant was sufficiently adequate even to constitute 
central station service, the Comptroller General merely states 
that the previous report he had received from the Department 
had not said that the existing service was inadequate; there- 
fore, he completely dismisses that point, when he could easily 
have obtained the facts by a telephone call to the Department 
of Agriculture. Again, on the question of whether the price at 
which the power company was offering to render service to the 
new plant was reasonable, the Comptroller General merely states 
that he “assumed” that the price was reasonable. A telephone 
call to the Department of Agriculture would have given him the 
facts rather than an assumption—but apparently facts were not 
what the Comptroller General wanted. 

It is inconceivable that any Government agency would treat 
another Government agency in such arbitrary fashion. Not only 
did the Comptroller General give no indication of what he was 
contemplating when he suddenly, and without warning, issued 
his first opinion in this matter, but after receiving exhaustive 
and convincing briefs from the Department of Agriculture, 
NRECA and the cooperatives involved, he proceeds to issue a 
second opinion without even requesting important facts, pre- 
ferring to assume facts which will justify his position. 
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His treatment of the Department of Agriculture’s action in 
this case would be amusing if the matter were not so important 
and the damage threatened so serious. In the instant case, a 
cooperative makes a loan application to the Administrator of 
REA. The Administrator feels that on the basis of that presen- 
tation he should not make the loan. The cooperative renews its 
application and furnishes the additional facts and information 
which convinces the Administrator that the application should 
be granted. 

There are a number of other bases upon which the Adminis- 
trator could have made the loan and those bases are set forth 
in the Department’s brief. But, says the Comptroller General, 
since the Administrator did not make the loan on any of these 
other bases, the loan is still illegal. In other words, the Comp- 
troller General is treating a loan study made by the Adminis- 
trator and his staff as though it were a Court case, and any 
arguments or considerations not specifically used as the bases 
for making the loan are no longer available to the Administrator. 

Let this be a full warning to all Government lending agen- 
cies. The Comptroller General now says in effect that every loan 
made by any of them must have in the loan docket at the very 
outset every conceivable reason and basis for making the loan. 
Otherwise the Comptroller General will disregard all of these 
valid reasons and bases when he decides to review the loan. 
Hereafter, it will not be sufficient for a lending agency to select 
just one valid basis for making the loan, but it must prepare 
its papers in the beginning so that they include every possible 
basis. This may seem fantastic, but it is what the Comptroller 
General has held in this case. 


xX 


Comptroller General Now Would Not Disturb This 
“Tilegal” Loan 


The Comptroller General now says that although the loan 
is illegal nothing need be done about it—but, of course, it must 
not be done again. 

In his original ruling the Comptroller General directed the 
Administrator to take steps to obtain the immediate return of 
the loan funds. If he is right in his ruling that the loan was 
unauthorized, that was a logical direction. Now, although he 
maintains his position that the loan was illegal, he tells the 
Administrator that he need not take any steps to obtain an 
immediate return of the money because the cooperative has 
spent the money and is under contract to return it over a 35-year 
period. 

This new twist in logic is as confusing as the other mental 
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gyrations of the Comptroller General. If the loan is illegal, cer- 
tainly it should not be permitted to stand. If it is illegal, it can- 
not be condoned and the money should be recaptured at once. 


One cannot help but wonder whether this new bit of inspired 
reasoning by the Comptroller General does not result from the 
fact that he knows that no Court in the land would back up his 
position and that if the Administrator sued to obtain an imme- 
diate return of the money the Courts would expose the ruling 
of the Comptroller General for what it is—a completely ridicu- 
lous and unfounded ruling. 


XI 


The Comptroller General’s Ruling Is Completely 
Confused and Confusing 


The Comptroller General has actually given us different and 
conflicting standards with respect to the loans that the Adminis- 
trator may make. Thus, he says that the Administrator may 
not make loans to serve unserved persons who are “along side 
of”, or “adjacent to”, or “within a reasonable distance of”, the 
lines of a power company when that power company is willing 
to serve such persons at a reasonable price. He also states as a 
requirement that the power company must be able to reach these 


unserved persons without extending its existing lines. He also 
states that the instant case is an illustration of the type of 


unserved rural person that may not be reached by REA financed 
lines. 


In the instant case, it would have been necessary for the 
power company to reconstruct a substantial part of its existing 
facilities and to extend a heavy transmission line a distance of 
160 feet to reach the new plant, at an expenditure of $100,000. 
Since an extension would have been necessary in the instant 
case, how are we to interpret the Comptroiler General’s state- 
ment that the power company must be able to serve the un- 
served person without extension of its lines? Obviously, giving 
the word “extension” its normal dictionary meaning, the Comp- 
troller General cannot have it both ways. Either the word 
“extension” is being used by him in some new and strange 
manner or he has contradicted himself. This is surely a point 
on which additional “clarification” is needed from the Comp- 
troller General. 


Also, in view of the facts of the instant case, some definition 
of “within a reasonable distance of” power company lines must 
be furnished. It is true that the Comptroller General has quali- 
fied his statement on this by noting, parenthetically, that the 
reasonable distance shall be as determined by the Administrator. 
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But in the instant case an expenditure of $100,000 would have 
been required of the power company, for the reconstruction of 
existing facilities, plus the extension of a heavy transmission 
line for 160 feet. The Comptroller General has categorically 
stated that the new facility to be served was within a reasonable 
distance of the company’s lines. Therefore, he does not permit 
the Administrator to make the determination in this case. What 
then happens to his statement that the Administrator shall de- 
termine what is a reasonable distance? 

Unless the Administrator is actually to be given the full 
and final authority to make the determination, then the Ad- 
ministrator, in many instances, cannot feel free to make a loan 
to serve an unserved person in a rural area without first obtain- 
ing the approval of the Comptroller General, because the Comp- 
troller General, although he states that the Administrator shall 
make the determination, by his action in the instant case shows 
that he has set himself up as an appellate court for each such 
determination made by the Administrator. 


XII 


Ruling Would Prohibit Loans For Generation and 
Transmission Facilities 


The Comptroller General’s ruling, if applied, would outlaw 
loans for new generating and transmission cooperatives. In the 
Brief which NRECA filed with the Comptroller General in con- 
nection with the Comptroller General’s first letter it was pointed 
out that under his first letter “No generating loans would be 
made.” The Comptroller General says nothing to allay this fear 
in his second letter. His opinion, if not “clarified,” would seem 
to prohibit new loans for generating facilities, since the dis- 
tribution cooperative is not merely “adjacent to”, “along side 
of’, or within a “reasonable distance of” the power company’s 
lines, but is actually already “tied to the power lines” of the 
power. company. 

The failure of the Comptroller General to allay our fears on 
generating loans becomes more significant when we consider 
that he went out of his way to state that he was not objecting 
to loans made to “heavy up” existing cooperative facilities, even 
though there was no mention of loans for “heavying up” lines 
in the previous letter or the briefs filed. Therefore, his failure 
to state that generating loans, which were mentioned in NRECA’s 
brief, were also permissible seems to be deliberate and not an 
oversight. 

In any event, unless and until his ruling is altered by fur- 
ther “clarification”, the Comptroller General would prohibit 
loans. for generating and transmission. 
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XIII 


Many Other Loans of the Types Which Have Always 
Been Made Would Be Prohibited 


The ruling of the Comptroller General, if applied, would 
prohibit many other loans of the types which have always been 
made. Let us consider just a few additional factual situations 
in which loans cannot be made if the opinion is applied. Take 
the not unusual case where a power company has a 115 kv trans- 
mission line which it has constructed and is using merely to 
connect two towns that it serves. The transmission line runs 
through the heart of a cooperative’s territory, but it serves no 
persons in the cooperative’s territory. An attractive load develops 
in the midst of the cooperative’s territory under, or almost under, 
or within a “reasonable distance of” the company’s transmission 
line. Suppose the company is willing to tap its transmission line 
at that point and install a substation to serve that load. Under 
the language of the opinion, the Administrator cannot lend the 
cooperative money to serve that load, even though it is in the 
heart of the cooperative’s territory and outside of the power 
company’s territory. Unless the Comptroller General issues an- 
other “clarification” of his opinion, even this type of loan would 
be considered unauthorized. 

What happens if the cooperative’s lines are also “adjacent 
to”, or “along side of”, or within a “reasonable distance of’, 
the unserved consumer? Apparently the Administrator still can- 
not make a loan to serve that consumer. What if the coopera- 
tive’s lines are closer to the unserved person than the lines of 
the power company? Apparently the loan is still prohibited. 
What if the cooperative’s lines were there before the power 
company’s lines? Apparently that would make no difference. 
What if the company’s lines are completely inadequate? Appar- 
ently—at least if the power company says it is willing to put 
in new facilities—that would make no difference. 


Many “Clarifications” Needed 


It seems clear that, unless REA is to stop making loans, 
a great many additional “clarifications” must be made. by the 
Comptroller General. 

In fact, it would seem that REA might need a “clarification” 
in connection with each loan application to serve new consumers. 
If so, wouldn’t the Comptroller General in effect become also the 
Administrator ? 

It is obvious that the Comptroller General still has no clear 
understanding of the operations involved and his ruling, if 
applied, would at least create tremendous confusion. It is un- 
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believable that anyone would attempt to make such an important 
ruling without even understanding its import. 

Although the Comptroller General in his first letter merely: 
said that the Administrator could not make a loan to serve areas 
where there were power company’s lines and the power company 
was willing to serve, he has now added an additional require- 
ment, and that is that the power company must be willing to 
sell “at a reasonable price’. He does not say that this is a change 
from his original letter but it is, of course, a most important 
change. And it does not alter the fact that the ruling is still 
destructive of the rural electrification program. Furthermore, 
who is to decide what a “reasonable price” is, in particular 
circumstances ? 

Basically, of course, the REA program was created because 
the private power companies would not serve persons in rural 
areas at reasonable prices. They have always been willing to 
serve anyone, if they could charge enough. 

On the question of the definition of the terms used by the 
Comptroller General—“adjacent to’, “along side of”, “within a 
reasonable distance” and “a reasonable price”—there cannot be 
a definite yardstick for all cases. What is a “reasonable distance” 
in Pennsylvania may not be a “reasonable distance” in South 
Dakota. And what may be a “reasonable price” in Vermont 
may not be a “reasonable price” in Tennessee. 

It is no answer to say that the Administrator will make those 
determinations. How can he, when in the instant case the Comp- 
troller General flatly says that a consumer who can be served by 
a power company only if the power company spends more than 
$100,000 to rebuild existing lines and then extends its heavy 
transmission line for 160 feet is within a reasonable distance? 
What if the Administrator thinks it is an unreasonable distance? 
Obviously, with a Comptroller General who acts in this manner 
the Administrator could never feel safe with any decision until 
it had been approved by the Comptroller General. 

What of the Administrator’s right to make loans to “heavy 
up” lines already serving those whom the Comptroller General 
now says should not have been served? Although the Comptroller 
General’s opinion specifically approves of loans to “heavy up” 
existing cooperative facilities, it raises the very important ques- 
tion of whether the Administrator can make loans for the pur- 
pose of “heavying up” those facilities which have already been 
built to serve persons who were “adjacent to”, or “along side of”, 
or within a “reasonable distance of”, power company lines when 
the cooperative first began to serve them. 

If the original loan was improper, can further loans be made 
for additional service to those people? If such further loans are 
prohibited, complete chaos and a breakdown of service will 
develop. 
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XIV 


Ruling Would Impose a Tremendous Administrative 
Burden Upon the Administrator 


If the Comptroller General’s ruling is applied, even if it is 
“clarified” in the many respects that need clarification, it would 
create a tremendous, if not impossible, administrative burden. 
Presumably, in connection with each application to provide serv- 
ice for unserved persons the Administrator would have to make 
sure that none of the money was to be used to provide service 
to persons “along side of’, or “adjacent to”, or within a “reason- 
able distance of” power company lines. 

This would require the cooperatives to submit detailed infor- 
mation and maps in connection with their loan applications, and 
it would also require the Administrator to make a careful study 
of that material and perhaps have the applications checked in 
the field. The additional administrative costs would be tremen- 
dous and the approval of loan applications would be greatly de- 
layed, all to the serious detriment of the rural electrification 
program. 


XV 


Comptroller General Is Attempting to Intimidate the 
Administrator 


The Comptroller General is obviously intending to intimidate 
the REA Administrator. The Administrator should, of course, 
completely disregard the opinion, since it is absolutely clear, as 
his own legal staff has definitely established, that there is no 
basis to it, and the only power of the Comptroller General in 
this matter is to make a report to Congress, as he has said he 
will do. It is doubtful, however, even though the Administrator 
rejects the Comptroller General’s decision, that there will not, 
in fact, be some harmful effect upon the Administrator’s de- 
cisions. For example, it is doubtful whether the Administrator 
would make additional loans where the facts are identical with 
or even very close to the facts in the instant case. Also, one 
cannot predict the extent to which this decision will influence 
other actions of the Administrator unless the decision is defi- 
nitely struck down. 


XVI 


The Opinion Has Already Been Used Against the 
Rural Electrification Program 


Not only will the opinion of the Comptroller General furnish 
material to be used in the future by the enemies of rural electri- 
fication in their propaganda and other attacks, but it has already 
been used in Commission proceedings against a cooperative. 
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In New Jersey, the question before the Commission was 
whether to approve the sale of Tri-County Rural Electric Coopera- 
tive to Jersey Central Power & Light Company. An important 
issue was the ability of the Cooperative to serve new consumers 
coming into its area. Proponents of the sale argued that, in view 
of the Comptroller General’s opinion, REA loan funds might not 
be available to serve such new consumers, and therefore the 
public interest would best be served by having the power com- 
pany take over. 

This is but a sample of the tremendous harm which the 
Comptroller General’s actions in this matter may produce. These 
opinions must be struck down! 


XVII 


Comptroller General’s Ruling Is Actually a Hostile 
Power Company Brief 


This second letter of the Comptroller General uses the same 
misleading approach of his original letter. Material is cited for 
propositions which the material does not support, but every 
effort is made to make the material seem to support the Comp- 
troller General. The huge mass of material—such as case law, 
legislative history and congressional action—which definitely 
destroys his contentions is deliberately misapplied or ignored. 
Every fact, every authority and every argument contrary to the 
position he is determined to maintain is ignored or rejected. 

The entire approach and tone of the letter is that of power 
company partisanship. In addition, the letter contains material 
which could not have come from any source but the power com- 
pany. The letter should best be described as a power company 
brief rather than an opinion, or ruling, because its entire effort 
is to establish the correctness of a predetermined position de- 
structive of the rural electrification program, and not to reach 
a judicious and objective conclusion. It appears to be a deliber- 
ate effort to give to the power companies everything they have 
sought in their attempt to destroy the rural electrification pro- 
gram, and which has been denied them by the Congress and the 
Courts. And, obviously, if this ruling were applied to the rural 
telephone program, it would destroy that program, also. 


Prepared For 
NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 

by 
WISE AND POTAMKIN 
Special Counsel 


38562 O—59——8 
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Wipavux, Mont., March 2, 1959. 
Representative LERoy ANDERSON, 
U.S. House of Representatives, 
Washington, D.C.: 


We urge your support of the Humphrey-Price bill. Do what you can to 
advance this bill from committee. 
Cuas. E. JEWETT, 
Manager, Golden West Electric Co-op. 


KALISPELL, Mont., February 27, 1959. 
Congressman LeRoy ANDERSON, 
Washington, D.C.: 


The Flathead Electric Cooperative of Kalispell, Mont., with a membership 
of 2,000 power consumers desires passage of Humphrey-Price bill. Please 
contact members of House Government Operations Committee to indicate your 
interest and support. 

FRED KRUEGER, 
Vice President, Flathead Electric Cooperative, Inc. 


Ditton, Mont., March 2, 1959. 
LERoy ANDERSON, 
House of Representatives, 
Washingten, D.C.: 


The board of trustees of the Vigilante Electric Cooperative, Inc., Dillon, Mont., 
who represent 2,200 users, at their board of trustees meeting, February 18, 
1959, passed a resolution urging every effort be made by our Representatives 
and Senators in Congress to use every effort possible to restore full and final 
authority to the REA Administrator on the rural electrification program. We 
urge you to contact the Government Operations Committee encouraging an 
early release of the Humphrey-Price bill together with any other action for full 
support of this legislation. 

H. L. Bascock, Manager. 


DILLon, Mont., February 27, 1959. 
LERoy ANDERSON, 
Representative, House Office Building, 
Washington, D.C.: 


The Montana State Rural Electric Cooperative Association, representing 
40,000 member-users at their annual meeting in Missoula, November 14, 1958, 
passed a resolution urging Congress to reestablish full authority to the REA 
Administrator to make final approval of loans. In the interest of this great 
program, I urge you to contact the Government Operations Committee supporting 
the Humphrey-Price bill and encouraging immediate release of the bill by the 
committee. We, in Montana, desire your continued full support of the REA 
program as designed. Will give further support. 

H. W. WHEat, President. 


CrrcLte, Mont., March 2, 1959. 
Hon. LeRoy ANDERSON, 
House Office Building, Washington, D.C.: 

Board of Trustees, McCone Electric Co-op, Inc., urge your active support for 
Humphrey-Price bill to restore REA Administrator loan power; 2,900 members 
at their 1958 annual meeting unanimously endorsed this bill. 

JOHN VEJTASA, President. 
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ASSOCIATION OF ILLINOIS ELECTRIC COOPERATIVES, 
Springfield, Iil., March 3, 1959. 
Congressman WILLIAM L. DAWSON, 
House Office Building, 
Washington, D.C. 

Dear Mr. Dawson: We have been informed that hearings are scheduled for 
March 6 for the subcommittee of the House Government Operations Committee, 
William Dawson, chairman, on the Price bill. These hearings will be limited 
to interested Congressmen; Secretary of Agriculture Benson; Kenneth Scott, 
USDA; David Hamil, Administrator of REA; and Clyde T. Ellis, general man- 
ager of the National Rural Electric Cooperative Association. 

On the morning of March 26, 1958, the Illinois electric cooperatives presented 
a program to the congressional Representatives from Illinois, which prompted 
Congressman Melvin Price to introduce his bill. We believe the Price bill will 
insure a sound rural electrification for the future. Our Association of Illinois 
Electric Cooperatives sent three men to testify before the subcommittee hearings 
in June of last year. However, this bill did not get out of committee for a vote 
by Members of Congress. 

The 27 electric cooperatives in Illinois fully endorse the Price bill and be- 
lieve it should be passed in this session of Congress in order that our program 
can continue to serve the farm people in the State as it has done so well since 
the program was started in 1936. 

We urgently request your support of the Price bill and would appreciate it 
very much if you would inform the members of the House Government Opera- 
tions Subcommittee of your interest and support to have this bill reported out 
of committee in order that it can be voted on by all Members of Congress. 

If you need further information in regard to the effect that the Price bill 
will have on our Illinois electric cooperatives, we will be glad to furnish it to 
you. 

Very truly yours, 
A. E. BECKER, Manager. 


HOovUsE OF REPRESENTATIVES, 
Washington, D.C., March 3, 1959. 
Hon. WILLIAM L. Dawson, M.C., 
Chairman, Executive and Legislative Reorganization Subcommittee, House 
Government Operations Committee, Washington, D.C. 

Dear BILL: Here are copies of telegrams from the president of the Montana 
State Rural Electric Cooperative Association and officials of four REA co-ops 
in Montana in support of H.R. 1321. 

I feel as they do—that the independent authority, which was his prior to 
adoption of Reorganization Plan No. 2 in 1953, should be restored to the Ad- 
ministrator of REA. 

Since authority and control over REA was vested in the Secretary of Agricul- 
ture, he has exercised a veto over plans and programs of this agency. 

Please make this letter and the enclosures a part of your hearing record. 

Cordially, 
LEE METCALF. 


KALISPELL, Monr., February 27, 1959. 


Congressman LEE METCALF, 
Washington, D.C.: 


The Flathead Electric Cooperative of Kalispell, Mont., with a membership 
of 2,000 power consumers desires passage of Humphrey-Price bill. Please contact 
members of House Government Operations Committee to indicate your interest 
and support. 


FRED KRUEGER, 
Vice President, Flathead Electric Cooperative, Inc. 
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Ditton, Mont., February 28, 1959. 


LEE METCALF, 
Representative, House Office Building, Washington, D.C.: 


The Montana State Rural Electric Cooperative Association representing 40,000 
member-users at their annual meeting in Missoula, November 14, 1958, passed a 
resolution urging Congress to reestablish full authority to the REA Administrator 
to make final approval of loans. In the interest of this great program, I urge you 
to contact the Government Operations Committee supporting the Humphrey-Price 
bill and encouraging immediate release of the bill by the committee. We, in Mon- 
tana, desire your continued full support of the REA program as designed by 
Congress and feel that the Humphrey-Price legislation will give further support. 


H. W. Wueat, President 


Ditton, Mont., March 3, 1959. 


LEE METCALF, 
House of Representatives, Washington, D.C.: 


The board of trustees of the Vigilante Electric Cooperative, Inc., Dillon, Mont., 
who represent 2,200 users, at their board of trustees meeting February 28, 1959, 
passed a resolution urging every effort be made by our Representatives and 
Senators in Congress to use every effort possible to restore full and final author- 
ity to the REA Administrator on the rural electrification program. We urge 
you to contact the Government Operations Committee encouraging an early re- 
lease of the Humphrey-Price bill together with any other action for full support 
of this legislation. 


H. L. Bascock, Manager. 


Crrc.e, Mont., March 2, 1959. 
Hon. L&e METCALF, 
House Office Building, Washington, D.C.: 


Board of trustees McCone Electric Co-op., Inc., urge your active support for 
Humphrey-Price bill to ‘restore REA Administrator loan power; 2,900 members 
at their 1958 annual meeting unanimously endorsed this bill. 


JOHN VEJTASA, President. 


WiBAvux, Mont., March 2, 1959. 
Representative LEE METCALF, 
House of Representatives, Washington, D.C.: 
We urge your support of the Humphrey-Price bill. Do what you can to ad- 
vance this bill from committee. 
Cuas. E. JEWETT, 
Manager, Golden West Electric Corp. 


MIssouLa, Mont. 
Representative LEE METCALF, 


House Office Building, Washington, D.C.: 
We endorse Humphrey-Price proposal to restore Administrator’s lending 
authority. 
BoarD OF TRUSTEES, MISS:ULA ELECTRIC COOPERATIVE, INC. 


MISSOULA, Mont. 
House GOVERNMENT OPERATIONS COMMITTEE, 


House of Representatives, Washington, D.C.: 


We endorse Humphrey-Price proposal to restore Administrator’s lending 
authority. 


BOARD OF TRUSTEES, MISSOULA ELECTRIC COOPERATIVE, INC. 
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HovseE OF REPRESENTATIVES, 
Washington, D.C., March 4, 1959. 
Hon. WILLIAM E. Dawson, 
Chairman, Subcommittee on Reorganization House Committee on Government 
Operations, Washington, D.C. 

Deir Mr. Dawson: Mr. Lee Wooden, president of the Oregon Elect ic Co-op 
Association, has asked me to convey to you his strong support of H.R. 1321, a 
pill which would strengthen the authority of the Administrator of the REA. 
In his statement is the phrase that “This bill is of the utmost importance to all 
electric cooperatives.” 

I would also like to take this opportunity to indicate my own strong support 
for H.R. 1321, and my hope that your committee will see fit to report this bill 
to the House at an early date. 

Sincerely, 
EpItH GREEN. 


HOUSE OF REPRESENTATIVES, 
Washington, D.C., March 5, 1959 
GOVERNMENT OPERATIONS COMMITTEE, 
New House Office Building, 
Washington, D.C. 

GENTLEMEN : I have just received a communication from the president of the 
Florida REA Cooperatives Association strongly supporting the Price bill sched- 
uled for hearings tomorrow. I am not myself personally informed on the merits 
and demerits of this legislation, and upon reading it I find little enlightenment 
for a person who has not done the background study necessary ; so in writing this 
letter to you today I am primarily expressing the strong and enthusiastic support 
of the above organization for this legislation, and I hope that this will be given 
consideration in the hearings. 

With kindest regards, I am, 

Sincerely, 
CHARLES E. BENNETT, Member of Congress. 


STATEMENT OF Hon. LESTER R. JOHNSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WISCONSIN 


Mr. Chairman and members of the committee, I favor the early passage of 
H.R. 1321, which, as I understand it, would, restore to the Administrator of 
REA all of the functions which were transferred from the Administrator to the 
Secretary of Agriculture by the Reorganization Plan No. 2 of 1953, giving him 
full authority to approve or deny loan applications that are made under provi- 
sions of the REA Act of 1936 as amended. 

The Ninth Congressional District in west-central Wisconsin, which I represent, 
is predominantly rural in character. Even Eau Claire, the largest city in the 
distvict, is built around the processing and handling of agricultural products 
and serving rural people. As the representative of more than 300,000 people 
whose welfare is dependent upon agriculture directly or indirectly, I am vitally 
concerned with all legislative matters which affect their lives. 

The rural electrification program is one of the Federally supported activities 
that has done most to improve the life of rural people in my district, in the 
whole of Wisconsin and in the entire country. I view with disfavor the con- 
tinuation of any change that the REA program has undergone which poses a 
threat to its future. 

I consider the application of Reorganization Plan No. 2 to REA as such a 
threat. In my opinion, it is dangerous to give a politically minded Secretary of 
— the authority to approve or disapprove applications for REA loan 

unds. 

In my judgment, it is not the intent of Congress to have a well-paid and compe- 
tent Administrator of the REA program sitting on the knee of the Secretary of 
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Agriculture, taking his orders and mouthing his words like a well-disciplined 
Charlie McCarthy. 

People of my district have long ago lost confidence in the infallability of Secre- 
tary Benson in the broad field of agriculture. In the special field of rural electric 
affairs, they have even less confidence in his judgment. They feel with consider- 
able justification that the legislative proposals endorsed by Secretary Benson 
to raise REA interest rates and to have REA loan applicants go into the private 
money market for funds clearly demonstrates his lack of understanding and 
appreciation of their problems. 

Because I share the concerns and apprehensions of my constituents, and 
because I believe that the bill before this committee will correct a threatening 
situation, I urge the committee to report out the bill before you so that it may 
be passed at the earliest date. 


STATEMENT OF Hon. STEVEN V. CARTER, A REPRESENTATIVE IN CONGRESS 
FRoM THE STATE OF IOWA 


Mr. Chairman, I sincerely appreciate the courtesy of the subcommittee in 
permitting me to appear here this morning. I just want to make a brief state 
ment in support of the Humphrey-Price bill (H.R. 1321) which is under consider- 
ation here today. The people of my congressional district, the Fourth District 
of Iowa, are virtually unanimous in their desire to have the REA become once 
again a semi-independent agency and to restore to the office of the REA 
Administrator the efficacy that it held prior to 1953. 

Not one of us who has the capacity for objective thought can deny that the 
REA program has been, certainly if not the greatest, one of the greatest, sources 
of cGevelopment that rural America has ever had. It has given the farmer and 
rural resident a standard of living comparable to that of his urban brothers. It 
has lightened his burden, increased his leisure time, and given him an oppor- 
tunity to broaden his knowledge and productivity in other areas. 

The REA now provides 95 percent of rural America with electric power. This 
was accomplished in just over 20 years and was carried out in extremely fine 
fashion. It was an effort that private power was unwilling to attempt and, in 
the usual unimaginative fashion, said could not be done. Now when it has 
proven its overwhelming success for all to see, the same political faction that 
said it could not be done is trying to stifle the completion of the task and, in fact, 
would like nothing more than to supplant the cooperatives, which are owned by 
the citizens of rural America, with private power concerns owned by a handful 
of special interests. 

The Secretary of Agriculture, in keeping with one of the favorite practices of 
this administration, has been using the REA’s loan appropriations figures in the 
old numbers game. He has been showing the loan appropriations for the cooper- 
atives as a part of the expenses of running the Department of Agriculture. The 
truth of the matter is that these loans are earning money for the Government 
and many of the cooperatives are far ahead of the repayment schedule. 

The farmer has had a rough enough time under the present administration. 
Unless we can do something to prevent it, he may still be put completely through 
the wringer in the next couple of years. Failure to report favorably on H.R. 
1321 will simply be another move in that direction. As the spokesman for the 
people of the Fourth District of Iowa, I encourage you to report this bill favor- 
ably to the House of Representatives and to work to restore to the REA the 
degree of autonomy which it and its Administrator had before Reorganization 
Plan No. 2 of 1953. I would also like to take this opportunity to congratulate 
and thank both the Honorable Hubert H. Humphrey and the Honorable Melvin 
Price for their leadership in sponsoring this worthy piece of legislation. 

Thank you for your courtesy and kind attention. 


House OF REPRESENTATIVES, 
Washington, D.C., March 4, 1959. 
Hon. WILLIAM L. DAwson, 
Chairman, Subcommittee on Executive and Legislative Reorganization, House 
Committee on Government Operations, Washington, D.C. 
Dear Mr. CHAIRMAN: I am informed that the Subcommittee on Reorganization 


is holding hearings on the Price bill (H.R. 1321) to amend Reorganization Plan 
No. 2 of 1953, on March 6, 1959. 
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It is my understanding that many witnesses will appear before the subcom- 
mittee at that time. I so strongly favor the Price bill that I, too, would like to 
appear before the subcommittee in person, but previously arranged commitments 
prevent my doing so. Therefore, I am using this means of informing the chair- 
man and other members of the subcommittee of my feelings with regard to the 
bill you will be considering. 

My colleague, Representative Lee Metcalf, as well as the other members of 
our Montana congressional delegation, Senators James E. Murray and Mike 
Mansfield, would like also to be associated with the views expressed in this 
statement. 

Long before I came to Congress in January of 1957, I had a deep interest in 
the rural electrification program. I have seen the phenomenal growth of our 
rural electric systems as they extended their lines across the sparsely settled 
plains and along the valleys of Montana. I would hesitate to guess how long 
our farmers and ranchers would have had to wait for the private power com- 
panies to serve them. Through the use of the cooperative form of organization 
which is true democracy in action, the rural people of this country have made 
progress that would have been impossible had they depended on the power 
companies. Our people wanted low-cost nonprofit electric service and by their 
own efforts they reached that goal. 

The people of Montana like the REA program and the social philosophy that 
made it a success. Conversely, they view with disfavor any changes which 
threaten its future expansion and improvement. 

The campaign that has been carried on in the past few years by President 
Eisenhower, Secretary Benson, and other top officials which is aimed at raising 
interest rates and driving rural electric systems to Wall Street for loan funds 
reflects a dangerous change in the philosophy governing the program. It differs 
greatly from that which prevailed during the Roosevelt and Truman 
administrations. 

It is little wonder that the officers and members of the electric cooperatives are 
afraid of the harm that can come to their systems as long as Secretary Benson 
wields loan approving authority and other controls over the REA. They would 
like to see the program removed from Secretary Benson’s direct control. In 
this I am in full agreement. 

The Price bill which amends Reorganization Plan No. 2 of 1953 will achieve this 
end without taking REA out of the Department of Agriculture. As one of our 
major agricultural programs, REA should, I believe, be kept in the Department 
of Agriculture under the direction of an Administrator who would administer it 
without political or philosophical bias. And, as provided in the bill, the Admin- 
istrator would have full authority to approve or disapprove loan applications on 
the basis of economic, legal and technical standards. 

I appreciate what you are doing on behalf of this essential program, and I hope 
that H.R. 1321 will receive the full approval of your subcommittee and the 
House. 

Enclosed are telegrams from interested groups in my State, which I would 
like made a part of the record of the committee hearings. 

Sincerely yours, 
LERoy ANDERSON, 
Member of Congress. 


HOvusE OF REPRESENTATIVES, 
Washington, D.C., March 6, 1959. 
Hon. WILLIAM L. DAwson, 
Chairman, Subcommittee on Executive and Legislative Reorganization, Housc 
Committee on Government Operations, Washington, D.C. 


DEAR CHAIRMAN Dawson: It has recently come to my attention that your 
committee will hold hearings on the Price bill (H.R. 1321). I would appreciate 
your including my statement in support of this legislation as a formal part of 
the hearings. 

While I am a new Member of the Congress, I am well acquainted with the 
great role the rural electrification program has played in aiding not only rural 
America but the entire Nation as well. My own district harbors 7 rural electric 
cooperatives, and within the State of Kentucky we have 28 rural electric co- 
operatives. 

Many Members of Congress remember as I do the pre-REA era of darkness 
and have personally experienced the great social benefits that have accrued to 
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the Nation through the rural electrification program. Few programs, if any, 
that the Congress has sponsored, have in my estimation done so much for so 
many people. 

In this light, I must recoil at any thought or suggestion which seeks to harm 
or jeopardize the continued successful operation of this program. This program, 
as demonstrated, has operated most successfully under an administrative setup 
whereby the REA Administrator, approved by the Congress, has full authority 
to act in the capacity of determining loan feasibility and it is inconceivable for 
me to imagine anyone in good faith attempting to change this proven operating 
procedure. Changes for changes’ sake alone have always struck me as being the 
most spurious kind of endeavor. 

I cannot but conclude from analysis of the record that the REA administrative 
operating procedure has been changed not for any good purpose but to do harm 
to the program. The record established before your committee last year during 
the Price hearings amply demonstrated that the Congress should take immediate 
steps to reconstitute the operations of the Rural Electrification Administration 
so that it will operate as it did previous to the edict handed down by Secretary 
Benson under which all loans in excess of $500,000 and all new loans must be 
reviewed by Mr. Kenneth L. Scott, Director of Agricultural Credit. There is 
no doubt in my mind that the only reason behind this new administrative proce- 
dure was to establish a new criterion for judging the feasibility of any loan in 
question. This criterion is a political criterion and at least up until the time of 
this edict, the making of loans by the REA administration was strictly a non- 
political activity. 

It is my strong conviction that REA should continue as a nonpolitical entity. 

For the various reasons I have mentioned, and the other excellent reasons 
and facts presented by rural electric cooperative witnesses, I wish to announce 
publicly my full support of the Price bill, H.R. 1321. 

Respectfully submitted. 

FRANK A. STUBBLEFIELD, 
Member of Congress. 


STATEMENT OF Hon. GEORGE E. SHIPLEY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ILLINOIS 


Mr. Chairman and members of the committee, I am very happy to have this 
occasion to support the bill, H.R. 1321, introduced by my distinguished colleague, 
Congressman Price of Illinois. The bill has a single purpose, but a very import- 
ant one, namely to restore to the Administrator of the Rural Electrification the 
final authority for approval or disapproval of loans made under the provisions of 
the Rural Electrification Act of 1986 (7 U.S.C. 901, 914). This authority was 
taken away from the REA Administrator under Reorganization Plan No. 2 of 
1953, which transferred certain functions of the REA Administrator to the Sec- 
retary of Agricuiture. This bill, as we all recognize, does nct go as far as the 
bill my distinguished colleague Congressman Price, introduced last year which 
would have returned to the Administrator of REA all of the independent au- 
thority he possessed prior to Reorganization Plan No. 2. By the bill before the 
committee today, the essential function of the REA Administrator is brought into 
sharper focus, and the merits of retaining the Administrator’s independence in 
ae vital function can be brought forth more clearly without distracting side 
ssues. 

What has happened about 2 years ago now is that the Secretary of Agriculture 
stripped the REA Administrator of authority to make loans to new REA bor- 
rowers and any new loans of more than $500,000 to any REA borrower unless he 
had the specific advance authority of the Secretary functioning through the 
Director of Agriculture Credit Services, an office that was set up in the Depart- 
ment of Agriculture. 

Clearly this is bureaucratic supervision at its worst. This whittling away at 
the independent authority of the REA Administrator can have no other effect 
than causing greater delays and more difficulty for REA cooperatives in obtain- 
ing worthwhile and necessary loans. Now if the record of the REA were stained 
with corruption or even with lax administration, we might consider approval by 
the Secretary of Agriculture of these loans as an additional, even if cumbersome. 
safeguard. However, as all of us are aware, the record of the REA has been 
outstanding. President Eisenhower himself, despite his announced request to 
have the interest rates on future REA loans raised, clearly recognizes this. As 
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he said in his speech to the annual meeting of the National Rural Electric Co- 
operatives Association less than a month ago (February 11, 1959) ; 

“We all know that when the REA was born, less than 11 percent of our farms 
had central station electric service. Today, more than 95 percent of our farms 
have central electric service. Your record of meeting loan payments on time or 
ahead of schedule is outstanding. Your achievements have encouraged the 
growth of both rural residences and rural industries.” 

At the present time, the intent of the Congress when; it passed the Rural 
Electrification Act is lamentably, and, to my mind, inexcusably being thwarted. 
The REA Administrator has lost his independence. He cannot act on a new 
borrowing application but must clear it with the Secretary of Agriculture. No 
matter how good the borrowing and repayment record of a cooperative has been, 
if it wants to borrow over $500,000, the loan cannot be approved by the REA 
Administrator without advance clearance from the Department of Agriculture’s 
credit services. 

Being subservient to the Secretary of Agriculture, the Administrator is clearly 
subject much less directly to the will and the scrutiny of the Congress. The 
growth of rural electrification systems has m retarded. REA borrowers 
should again have direct access to the person with the real authority over REA 
funds—that should be the Administrator of the Rural Electrification Adminis- 
tration. 

The present situation must be, and can be remedied. The bill which is before 
you today will do much to reinstitute the REA program to the status it had before 
Reorganization Plan No. 2 was put into effect. I urge its prompt adoption by this 


committee so that the House may be able to act upon it as soon as possible. 
Thank you. 


STATEMENT OF Hon. JAMES BH. Murray, A UNITED States SENATOR FROM THE 
SraTe or MonTANA 


Mr. Chairman and members of the subcommittee, I am availing myself of this 
opportunity to express my wholehearted support of the Price bill (H.R. 1321) 
which is designed to rescue REA from the political hand of the Secretary of 


Agriculture. 

As you know, H.R. 1321 is identical to S. 144 which has been introduced by 
Senator Humphrey, my colleague from Montana, Senator Mansfield, and a num- 
ber of other Senators including myself. My own support therefore, is 100 
percent back of this bill. 

This is a moderate bill. It is designed to restore to the Administrator of 
REA the authority he had prior to the Secretary of Agriculture’s reorganization 
of REA about a year and a half ago under the Reorganization Plan No. 2 of 
1953. Z 

There are many reasons for taking REA out from under Secretary Benson’s 
rule altogether. But this bill does not go to such extremes. It will merely put 
REA back to the state of power and responsibility that proved so successful 
through the 15 years or so before the Secretary took over. The bill does not 
set up any new agencies in an already overcrowded bureaucratic maze. But it 
does free the REA Administrator from political interference. 

I would like to remind the committee that I was first elected to the U.S. 
Senate in 1934 and during the more than 24 years since that time I have sup- 
ported the Rural Electrification Administration program from the modest begin- 
ning that was authorized by President Roosevelt’s Executive order dated May 
11, 1935, to the present time. During a period of less than one generation we 
have seen a remarkable change brought about in rural life in this country. 
Less than 6 percent of Montana’s farms were electrified with power from central 
power stations in 1935. Today nearly 88 percent of our farms have such serv- 
ice. In the United States as a whole more than 95 percent of all farms have 
central station electric service. This transformation was brought about in a 
large measure by the REA and it took place for the most part before the Reor- 
ganization Plan No. 2 took much of the Administration’s authority and trans- 
ferred it to the Secretary of Agriculture. 

When the Congress established the REA it was our intention to divorce its 
activities from partisan politics. We established the office of the Administrator 
and gave that office full authority to carry out a constructive program. We 
set the term of office of the Administrator at 10 years because we wanted to give 
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continuity of direction to the program for a period that would minimize the 
possibility of frequent change for political reasons. 

Farmers in Montana, and I am sure elsewhere in the country, who are so 
dependent upon the efficient operation of rural electric systems see dangers in 
having Secretary Benson invested with great authority over the REA program. 
Statements frequently made by Secretary Benson in which he has advocated 
the private financing of rural electric systems and higher rates of interest on 
REA loans quite naturally cause farm people to question his understanding of 
the program and his sympathetic consideration of rural problems. 

Directors and managers of our rural electric systems are even more con- 
cerned with the possibility of the Secretary invoking new restrictive criteria on 
the approval of their loan applications. While no serious impairment of the 
program has come to light to date, our rural people would feel more secure if 
control were taken from a politically appointed officer and returned to the hands 
of an Administrator who would have an unbiased interest and the professional 
competence to evaluate the merits of loan applications solely on the basis of 
their technical, legal, and financial feasibility and necessity. 

For the reasons noted above I urge you to report out the bill before you so 
that we may vote its passage at the earliest possible time. 

I insert for the hearing record wires I have received in support of the Hum- 
phrey-Price bill from the following : 


John Vejtasa, 


McCone County Electric Co-op, 
Circle, Mont. 


Chas. E. Jewett, Mer. 
Golden West Electric Co-op 
Wibaux, Mont. 


H. L. Babcock, Manager 
Vigilante Electric Cooperative, Inc. 
Dillon, Mont. 


H. W. Wheat, president 


Montana State Rural Electric Cooperative Association 
Dillon, Mont. 


CrrcLE, Mont., March 2, 1959. 
Hon. Senator JAMEs E. MurRAY, 


Senate Office Building, Washington, D.C.: 


Board of trustees, McCone Electric Co-op Inc., urge your active support for 
Humphrey-Price bill to restore REA Administrator loan power; 2,900 members 
at their 1958 annual meeting unanimously endorsed this bill. 


JOHN VEJTASBA. 


Wrsavux, Monrt., March 2, 1959. 
Senator Murray, 
U.8. Senate, Washington, D.C.: 


We urge your support of the Humphrey-Price bill. Do what you can to ad- 
vance this bill from committee. 


CHARLES B. JEWETT, 
Manager, Golden West Electric Co-op. 


Ditton, Mont., March 2, 1959. 
SENATOR JAMES MURRAY, 


Senate Building, Washington, D.C.: 


The board of trustees of the Vigilante Electric Cooperative Inc., Dillon, Mont., 
who represent 2,200 users, at their board of trustees meeting February 28, 1959, 
passed a resolution urging every effort be made by our Representatives and 
Senators in Congress to use every effort possible to restore full and final author- 
ity to the REA Administrator on the rural electrification program, we urge you 
to contact the Government Operations Committee encouraging an early release 
of the Humphrey-Price bill together with any other action for full support of 
this legislation. 


H. L. Bascock, Manager. 
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Ditton, Monr., February 27, 1959. 
SENATOR JAMES BE. MuRRA 
Senate Office Building, Washington, DC.: 


The Montana State Rural Electric Cooperative Association, representing 
40,000 member-users at their annual meeting in Missoula, November 14, 1958, 
passed a resolution urging Congress to reestablish full authority to the REA 
Administrator to make final approval of loans, in the interest of this great 
program. 

I urge you to contact the Government Operations Committee supporting the 
Humphrey-Price bill and encouraging immediate release of the bill by the com- 
mittee. 

We, in Montana, desire your continued full support of the REA program as 
designed by Congress and feel that the Humphrey-Price legislation will give 
further support. 


H. W. WHEAT, President. 


ParRK ELECTRIC COOPERATIVE, INC., 
Livingston, Mont., March 3, 1959. 
Senator JaMEes E. MuRRAY, 
U.S. Senate, Washington, D.C. 


DeaR Sir: The board of directors and the manager of the Park Electric 
Cooperative, Inc., note that action is soon to be taken on the Price-Humphrey 
bill to restore a measure of independence to the Rural Electrification Adminis- 
tration. We feel that legislation in this direction is imperative if the program 
is to succeed on a long-term basis, and strongly urge you and the rest of the 
Montana delegation to support this bill. 

Yours very truly, 
GILBERT GIBSON, President. 
W. H. SENNETT, Manager. 


STATEMENT OF HoN. GEORGE MCGOVERN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF SOUTH DAKOTA 


Mr. Chairman, and members of the committee, I am grateful for the opportu- 
nity to appear before you today and offer this brief statement in support of 
H.R. 1321 and similar measures. I am the sponsor of H.R. 3029, an identical 
bill. 

It is my sincere belief that this legislation is needed to insure that the best 
interests of the millions of farmers who depend upon REA-established coopera- 
tives for their electric energy will be protected. In addition, those farm people 
who are still without this valuable service need the assurance that their needs 
will receive sympathetic consideration. 

Modern-day agriculture is heavily dependent upon electricity for efficient 
operation. However, the benefits that farmers derive from abundant, low-cost 
power go far beyond the farm gate. They are reflected in more efficient food 
production methods from which the entire populace benefits, as well as increased 
sales of electrical appliances on Main Street and greater profits in the big manu- 
facturing centers. 

The Rural Electrification Administration was established for one major pur- 
pose—to provide farmers with the means of bringing electrical energy to their 
farms, when no other means was available. 

Since the inception of the program, the number of electrified farms has in- 
creased from 11 percent in 1936 to more than 95 percent today. On June 30, 
1958, according to the REA Administrator’s report, 777 borrowers had paid in 
a balance of $128,651,918 in advance of due date. Only four borrowers were 
delinquent for more than 30 days in payment of their interest and principal. 
This is eminent proof that the program has been highly successful. 

Fortunately, we have had capable and understanding REA Administrators. 
But regardless of how sympathetic an Administrator might be, he cannot, dis- 
charge his duties and manage the program in the interest of rural people if his 
decisionmaking powers are usurped by a higher authority. 

Such danger is inherent in section 1 of Reorganization Plan No. 2, of 1953. 
Under this provision, the Secretary of Agriculture has the authority to deprive 
the REA Administrator of his powers to approve loans over a specified limit. 
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Mr. Chairman, I do not think that any Secretary of Agriculture should be 
given this authority. Prior to this 1953 reorganization, there was never any 
question that the REA Administrator had the sole and ultimate authority for 
approving REA loans to cooperatives. This is one good reason why the program 
has been so successful. Since the REA Administrator has all the facts at his 
command and is in close touch with the REA organizations, he is much better 
equipped to make the decision on loans and other policies affecting the REA 
cooperatives. 


My bill and similar measures would restore this full authority to the REA 


Administrator. I respectfully urge prompt and favorable action by the com- 
mittee on this necessary legislation. 


MISSOULA, Mont., March 4, 1959. 
Representative LEROY ANDERSON, 
House Office Building, Washington, D.C.: 


We endorse Humphrey-Price proposal to restore Administrator’s lending 
authority. 


BOARD OF TRUSTEES, 
Missoula Electric Cooperative, Inc. 


Mr. Angus McDonald. 

Miss Harpo. I.am here to present a statement. I am Esther Harbo, 
director of education for the Rocky Mountain Farmers Union, and I 
am here in the absence of Angus McDonald to read a peer state- 
ment by him, and the statement is in sypport of H.R. 1321, which 
would amend Reorganization Plan No. 2 of 1953. 


STATEMENT OF ESTHER HARBO, DIRECTOR OF EDUCATION, ROCKY 
MOUNTAIN FARMERS UNION 


Miss Harpo. We are appearing here in support of H.R. 1321 which 
would amend Reorganization Plan No. 2 adopted in 1953 which made 
it possible for the Secretary of Agriculture to lessen and weaken the 
authority of the Rural Electrification Administrator in regard to the 
approval of loans. 

I call attention to testimony presented to the Senate Government 
Operations Committee, June 18, 1958, relating to an identical bill 
which the committee is now considering. We have not changed our 
views since that time. 

We support without any reservation the bill sponsored by Repre- 
sentative Price and a number of other members of the House of Rep- 
resentatives. The relationship of Secretary of Agriculture Benson 
to the rural electric cooperatives has probably been discussed more 
than any other aspect of the farm program. ; 

While we do not know if all of the charges made against the Sec- 
retary are completely true, we have grave doubts about the wisdom 
of his decision to remove from the REA Administrator the power 
of loan approvals. Our information is that the Secretary of Agricul- 
ture may exercise a veto power on all new loans and on all loans over 
$1 million which would make possible an expansion of existing REA 
facilities. 

It seems to us that the Administrator should have power to approve 
or disapprove a loan. He is responsible for the success or the failure 
of the program and as a matter of course obtains the most competent 
and experienced engineers and economists who make surveys and de- 
velop facts which justify the approval or disapproval of a loan. 
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Under the law every dollar loaned to a rural electric cooperative 
must be returned to the U.S. Treasury, plus 2 percent interest. Al- 
though the furnishing of electric service to farmers is not a very 
profitable business, because revenues are extremely small compared 
to the revenues forthcoming from urban areas, everyone agrees that 
the Rural Electrification Administration has a very fine repayment 
record. 

One reason we suspect for the excellent businesslike administration 
of REA is that the Administrator has in the past had complete au- 
thority to consider a loan application on its merits without interfer- 
ence frees outside loan applications, outside the Administrator’s 
office, have had little or no experience in the rural electrification 
program. 

We urge the committee to favorably report H.R. 1321. 

Chairman Dawson. Any questions, Mr. Smith ? 

Mr. Smiru. No questions. 

Chairman Dawson. Thank you very much. That is all of the 
witnesses for today. If there is no further business, we will stand 
adjourned and take this up next week in executive session. 

Thank you very much. 

(Whereupon, at 12:45 p.m., the subcommittee adjourned.) 

(The following matter was received for the record :) 


House Or REPRESENTATIVES, 
Washington, D.C., March 9, 1959. 
CHAIRMAN, COMMITTEE ON GOVERNMENT OPERATIONS, 
George Washington Inn, Washington, D.C. 


(Attention: Clerk of Subcommittee on Executive and Legislative Committee. ) 


DEAR Sir: In accordance with previous arrangements, I am enclosing my 
statement in support of H.R. 1321 and similar legislation to be included in the 
committee record of the hearing on said measures. 

Most cordially yours, 
MERWIN Coan, 
Representative in Congress. 


STATEMENT OF HON. MERWIN CoAD, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF Iowa 


Mr. Chairman, members of the committee, I appreciate this.opportunity to 
express my thoughts upon H.R. 1321 and similar measures and to go on record 
in favor and support of this measure. 

There is no question in my mind about the need of this legislation to protect 
the best interests of the millions of farmers in this country who depend upon 
REA-established cooperatives for their electrical power. Further, it is im- 
portant to regain basic foundations of the office of the Rural Electrification 
Administration to assure those who are without electricity will have the 
same opportunity to obtain this valuable service that their neighbors who 
now have this service enjoyed during the early years of operation of the REA 
program. 

Electricity and modern agriculture fit hand in glove. Abundant low-cost 
power has stepped up farm efficiency a hundredfold. It has bestowed city 
conveniences and benefits upon country living, which have in turn reflected 
back to all segments of our population the benefits of efficient production of 
low-cost foods. Also, along with the availability of electrical power, has risen 
the demand for all types of electrical appliances and tools for use on the 
farm. This demand has produced sales in our rural towns and kept people 
employed in our manufacturing centers. 

Authorized by Congress in 1936 the REA program was established to provide 
farmers with the means of bringing electrical power to their farms, when ro 
other means were available. To accomplish this major objective of the pro- 
gram Congress saw fit to vest all powers of the Administration in the REA 
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Administrator, including the express power to grant luans to provide central 
station electric service to rural areas. in 1989 REA was transferred to the 
Department of Agriculture by Reorganization Plan No. 2 of 1939. Ait that time 
the Secretary of Agriculture issued regulations governing the organization’s 
administrative functions, but policy determinations relating to the rural elec- 
trification program were primarily determined by the REA Administrator, sub- 
ject to the general supervision of the Secretary. 

The authority thus vested in the REA Administrator within this organiza- 
tional framework was used wisely by a capable and understanding Administrator. 
The outstanding record of this program proves this, and points out the wisdom 
of Congress of creating the office of Administrator with such powers in the first 
instance. 

Under section 1 of Reorganization Plan No. 2 of 1953 the Secretary of Agri- 
culture has the authority to deprive the REA Administrator of his powers to 
approve loans over a specified limit. This provision is inherently dangerous 
to the smooth operation of the administration of the program as envisioned 
by the Congress in the creation of the program. ; 

No Administrator can fully discharge his duties and manage this program in 
the interest of rural people, if his policy determinations are made subject to 
change by a higher administrative authority. 

Since the Administrator has all the facts at his commang and is in close touch 
with the REA organizations, he is in a much better position to make the policy 
decisions and the loan decisions than anyone else. The success of the program 
in the past will certainly attest to that. 

For these reasons Mr. Chairman, I support legisiation which would restore 
full authority to the REA Administrator, and still retain the program within 
the Department of Agriculture. 


HovusE OF REPRESENTATIVES, 


Washington, D.C., March 18, 1959. 
Hon. Witit1am L. Dawson, 


Cheirman, Government Operations Committee, 
New House Office Building, 
Washington, D.C. 


Deak CHAIRMAN Dawson: I have received the attached House Concurrent 
Resolution “O,” adopted by the 36th Legislative Assembly of the State of 
North Dakota, wherein it is urged that Congress retain the present 2 per- 
cent interest rate applying to loans made to rural electric cooperatives. 

This resolution is being forwarded to you, inasmuch as your committee will 
undoubtedly consider relevant legislation should such be introduced or con- 
sidered in the Congress. 

I will appreciate your bringing this expression to the attention of the members 
of your committee, and also ask that it be incorporated as a part cf any commit- 
tee testimony on this subject. 

With kindest personal regards, I am, 

Sincerely yours, 


Don L. SHortT, Member of Congress. 


THIRTY-SIXTH LEGISLATIVE ASSEMBLY, STATE oF NorTH Dakota, BEGUN AND 
HELD AT THE CAPITOL IN THE CITY oF BISMARCK, ON TUESDAY, THE SIXTH Day 
OF JANUARY, ONE THOUSAND NINE HUNDRED AND Fiety-NINE 


HOUSE CONCURRENT RESOLUTION “O” 


(Anderson of McHenry, Hauf, Magnuson, Burk, Klinger, Anderson of Stutsman, 
Rolfsrud, Tescher, Guy, Nicolson, Winge, Knutson of Benson, Strand, Breum, 
Solberg, and Larson) 


A CONCURRENT RESOLUTION URGING CONGRESS TO RETAIN THE PRESENT TWO PERCENT 
INTEREST RATE APPLYING TO LOANS MADE TO RURAL ELECTRICAL COOPERATIVE 
ASSOCIATIONS OR CORPORATIONS 


Whereas a number of proposals were presented to the Eighty-fifth Congress 
proposing an increase in interest rates on loans to rural electrification associa- 
tions; and 
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Whereas the Congress, by enacting the Pace Act in 1944 and thereby fixing 
such interest rates at two percent, made a covenant with the rural electrical 
cooperatives to proceed with area coverage at reasonable retail rates; and 

Whereas the proposed increased interest rates would have a detrimental 
effect on rural electrical cooperative associations or corporations operating in 
sparsely settled areas; and 

Whereas we believe the continuance of the two percent interest rate is neces- 
sary to enable the rural electrical cooperative associations and corporations to 
complete the task of providing full, efficient, and reasonably priced electrical 
service on an area-coverage basis: Now, therefore, be it 

Resolved by the House of Representatives of the State of North Dakota, the 
Senate concurring therein, That we urge the Congress of the United States to 
vigorously oppose any change or proposed change in the law which would effect 
an increase in the interest rate on loans to rural electrical cooperative asso- 
ciations or corporations; and be it further 

Resolved, That copies of this resolution be forwarded by the chief clerk of 
the House of Representatives to the President of the United States Senate and 
Speaker of the United States House of Representatives and to each member of 
the North Dakota congressional delegation. 

HJALAMAR C. NYGAARD, 
Speaker of the House. 
GERALD L. STAIR, 
Chief Clerk of the House. 
C. P. DaHL, 
President of the Senate. 
Vic GILBREATH, 
Secretary of the Senate. 


House OF REPRESENTATIVES, 


Washington, D.C., March 6, 1959. 
Hon. WILLIAM L. Dawson, 


Chairman, Subcommittee on Government Operations, 
House of Representatives, Washington, D.C. 


DeaR Mr. CHAIRMAN: During the course of the hearing this morning I prom- 
ised Congressman Brown that I would submit for the record whatever informa- 
tion I could find in response to a question which he posed to me. 

As I remember the question which he posed, it was something like this: “Do 
you know of any specific instance in which the Secretary of Agriculture has 
interferred in the granting of a loan”? 

My answer is that it is unlikely that anyone except a person sitting in the 
inner circle at the Department of Agriculture would be in a position to answer 
this question. It is impossible to know what shuffling in criteria takes place 
as loans are ruled upon. Naturally Secretary Benson would not give out this 
information. The applicants for loans to whom this has happened would not 
say so, because of fear that it would jeopardize their chance for a loan in the 
future. 

The only way of getting this kind of information is in the reaction we get 
from the people who are most intimately concerned—the applicants for loans. 

The fact that I am being swamped with mail requesting this type of legisla- 
tion is indicative of the feeling that a change is needed. They do not state 
specifically why this change is needed because they know that any moneys that 
may come to them in the future will have to come from this organization and 
they do not want to prejudice any loan request which they may make in the 
future. 

A good example of the feeling on this subject is in the fact that one night 
last December 1958, when the roads were dangerously icy, 58 farmers repre- 
senting in an official capacity 5 REA cooperatives travelled many miles to meet 
with me and to tell me why this legislation is needed. 

Sincerely yours, 
LEonARD G. Wotr, Representative in Congress. 


x 











